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PREFACE 

On  October  2,  Governor  Ted  Schwinden  appointed  a  Temporary  Committee 
on  Local   Government  Finance.     The  purpose  of  this  committee  was  to 
examine:     1)     the  current  and  projected  financial   condition  of  cities, 
towns  and  counties  in  Montana  and  2)     the  impact  of  proposed  changes  in 
federal/state  funding  on  these  local   governments.     The  committee  consists 
of  five  representatives  of  municipalities,  five  representatives  from 
county  government  and  four  representatives  from  state  administration  with 
Lieutenant  Governor  George  Turman  as  chairman.     The  Department  of  Admin- 
istration was  asked  to  provide  staff  support  to  this  temporary  committee. 
The  Consulting  Services  Bureau  of  the  Department  of  Administration  was 
given  the  responsibility  for  coordinating  staff  support  which  resulted 
in  preparation  of  this  Preliminary  Report. 

This  report  has  been  prepared  by  the  Consulting  Services  Bureau  as  staff 
for  the  committee.  The  very  short  time  frame  of  one  month  dictates  that 
the  committee's  review  and  review  by  the  Governor  occur  simultaneously. 

The  list  of  agencies  and  organizations  who  have  given  unselfishly 

of  their  time  and  energy  in  the  preparation  of  this  report  is  too 

long  for  an  itemization  here.     However,   the  following  agencies 

and  organizations'    significant  contributions  requires  an  acknowledgement: 

Department  of  Administration 

Local   Government  Services  Division  provided  hundreds  of 
staff  hours  many  of  which  were  after  5:00  in  the 
gathering  of  financial   information  from  annual   reports, 
budgets,   Fiscal   Notes  and  through  countless  phone  calls. 

Department  of  Revenue 

The  Research  Division  developed  detailed  information  on 
the  tax  base  of  Montana's  counties,  and  estimates  of 
payments-in-lieu-of- taxes  and  Revenue  Sharing  payments 
for  counties  and  cities. 
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Countless  individuals  in  Departments  throughout  the  state 
provided  accurate  and  timely  information  on  federal   budget 
actions  that  affect  local  governments  and  are  administered 
or  supervised  by  their  agency. 

Finance  officers  and  administrative  personnel  from  Montana 
cities,  towns     and    counties  contributed  many  hours  of  their 
own  time  to  gather  and  analyze  financial   information. 

Report  Format 

This  report  is  actually  a  composite  of  three  separate  and  distinct 
reports: 

1)  financial  condition  of  Montana's  local   governments, 

2)  fiscal     impact  of  federal  budget  cuts    on  local 
governments  and, 

3)  fiscal   impact  of  recent  state  legislation  on  local 
governments. 

Each  section  of  the  report  stands  on  its  own  and  includes  a 
discussion  of  methodology  that  was  used  in  gathering  and  analyzing 
the  data  that  is  presented.     Each  section  includes  a  summary  of 
findings,  various  tabular  information  and  supplemental  detail 
information  about  each  specific  area  covered. 

Qualifiers 

The  reader  is  urged  to  view  the  information  presented  in  this  report 
with  certain  factors  in  mind.     The  report  was  requested  in  the  first 
week  of  October  to  be  completed  by  October  30,  less  than  20  work  days. 
Although,  to  the  extent  possible,  all  sources  of  information  have  been 
verified  and  calculations  checked,  preparation  of  such  a  report  in 
such  an  abbreviated  time  frame  unfortunately  increases  the  potential 
for  typographical   or  computational   errors.     Furthermore,  the  sources 
of  information  on  financial   condition  of  Montana's  local   governments, 
mainly  annual   financial   reports  and  annual   budgets,  are  not  yet  on  a 
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standardized  reporting  system.     Therefore,   the  quality  and  consistency 
of  this  data  is  questionable.     The  specific  information  on  impact 
of  federal   and  state  actions  must  also  be  viewed  with  reservation. 
The  figures  are  estimates  only  and  many  times  are  based  on  the  best 
available  but  imperfect  information  and  assumptions.     In  addition, 
the  reader  should  be  aware  that  dollars  presented  in  Section  1  are 
adjusted  for  inflation  to  give  constant  1979  values,  while  dollars 
presented  in  the  other  sections  are  stated  in  current  dollars  only. 

A  Permanent  System 

The  above  qualifiers  underscore  the  need  for  developing  a  valid, 
reliable  and  permanent  information  reporting  and  analysis  system  for 
Montana's  local   governments.     As  of  the  writing  of  this  draft  report, 
the  total   number  of  man-hours  involved  in  the  preparation  of  this 
report  are  not  possible  to  compute.     Considerable  effort  has  been 
necessary  to  develop  this  limited  scope  report.     An  institutionalized 
periodic  reporting  and  analysis  system  would  significantly  reduce 
the  administrative  burden  of  preparing  such  a  report  and  significantly 
increase  the  reliability  of  the  data. 


FINANCIAL  CONDITION  OF  MONTANA'S 
LOCAL  GOVERNMENTAL  UNITS 


Submitted  by: 


Scott  Lockwood,  Chief 
Consulting  Services  Bureau 
Information  Systems  Division 
Department  of  Administration 
October,  1981 
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INTRODUCTION 

Montana's  cities,  towns  and  counties  have  increasingly  expressed  their 
concerns  over  eroding  tax  bases  and  increasing  costs.  This  study  attempts 
to  analyze  in  a  very  general  manner  the  financial  condition  of  local  govern- 
ments. If  good  data  and  sufficient  time  were  available,  a  much  more  sophisti- 
cated and  accurate  study  could  be  developed. 

Sample  Selection 

Clearly,  time  constraints  did  not  permit  data  gathering  and  analysis  on 
the  hundreds  of  local  governments  in  Montana.  The  various  classes  of  cities, 
towns  and  counties  were  categorized  into  the  following  groups: 

Urban  Counties  Large  Cities 

Rural  Counties         Small  Cities 

Impact  Counties         Impact  Cities 

Consolidated  Govern-     Small  Towns 
ments 

Within  each  group  a  sample  was  selected  that  would  generally  reflect  the 
entire  group.  Some  sampled  local  governments  were  subsequently  excluded  from 
the  analysis  because  of  unavailable  or  questionable  data.  The  sample  communities 
are  not  necessarily  statistically  representative  of  all  communities  in  the  group; 
rather  they  tend  to  indicate  the  type  of  situations  faced  by  the  group. 

Data  Collection 

Data  for  this  analysis  'were  obtained  from  annual  reports  and  budgets  sub- 
mitted to  the  Local  Government  Services  Division  of  the  Department  of  Administration. 
In  the  case  of  the  larger  cities  and  counties,  the  data  were  extracted  and  reported 
by  local  government  personnel.  Direct  phone  contact  was  made  to  obtain  data  which 
is  not  included  in  either  annual  reports  or  budgets  (such  as  the  number  of  personnel), 
The  Department  of  Revenue  supplied  data  on  composition  of  the  tax  base  for  sampled 
communities. 
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Adjusting  for  Inflation 

All  data  in  this  report  has  been  adjusted  to  allow  for  inflation.  Using 
1979  as  a  base  year,  figures  for  subsequent  years  are  "deflated"  to  show  what 
they  would  have  been  without  inflation.  The  most  frequently  used  measure  of 
inflation  is  the  Consumer  Price  Index  (CPI).  This  index  utilizes  a  theoretical 
"shopping  basket"  of  goods  and  services  and  reports  relative  increases  or  de- 
creases in  those  prices. 

There  are  two  significant  problems  inherent  with  using  the  CPI  for  state 
and  local  government  costs.  First,  it  includes  items  that  governmental  units 
do  not  purchase  (i.e.,  food,  clothing).  Secondly,  the  CPI  reflects  housing 
costs  as  a  mortgage  cost  and,  therefore,  is  highly  responsive  to  interest  fluctu- 
ation. The  federal  government  has  recently  announced  its  intention  to  modify  the 
housing  component  of  the  CPI  beginning  in  1983. 

Fortunately  a  more  accurate  index  is  available  from  the  U.S.  Department  of 
Commerce.  This  index  is  known  as  the  Implicit  Price  Deflator  for  State  and 
Local  Governments.  This  index  is  based  on  the  gross  national  product  of  the 
nation.  It  includes  expense  areas  that  apply  to  government  activity  and  treats 
housing  based  on  its  rental  or  use  value.  The  deflators  as  derived  from  infor- 
mation reported  by  the  Department  of  Commerce  to  arrive  at  constant  1979  dollars 
are: 

1980  -     .92 

1981  -     .88 

The  estimated  deflator  provided  by  Chase  Econometric  for  1982  is  .81. 

Interpretation  of  Data 

Analysis  of  the  data  from  the  local  governments  in  each  group  indicates 
that  there  is  a  high  degree  of  variability  in  the  indicators.  The  fact  that 
the  average  for  the  group  is  declining  for  example  does  not  mean  all  members 
of  the  group  are  declining.  In  an  effort  to  indicate  this  lack  of  homogeneity, 
the  high  and  low  values  are  included  in  each  table. 
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Definition  of  Terms 

Taxable  Valuation.     The  total   value  of  all  property  (real  and  personal) 
within  the  boundaries  of  the  local   government  upon  which  taxes  are 
levied  (in  mills) . 

Taxable  Valuation  -  Road  Only.     The  total  value  of  all  property  (real 
and  personal)  within  the  county  but  excluding  property  within  an 
incorporated  city  or  town  upon  which  taxes  are  levied  (in  mills). 

Mill  Levy.     The  tax  rate  applied  to  taxable  value  of  property  to  compute 
total   taxes.     A  mill  is  1  -  1  thousandth. 

Total  Operating  Revenue.     The  total   revenue  obtained  to  provide  basic 
governmental  services.     It  does  not  contain  cash  balances  from  prior 
years,     special  assessments  or  enterprise  revenues. 

Total  Non-Tax  Revenues.     All  renewal  from  such  sources  as  fees  and 
fines,  interest  from  investments,  and  intergovernmental  revenues. 

Total  Operating  Expenditures.     All  expenditures  for  normal  operations 
of  the  government  but  excluding  special  assessment  districts,  or 
enterprise  operations. 

Per  Capita  Expenditures.     Total  operating  expenditures  divided  by  1980 
population. 

Number  of  Employees  Per  1,000  Population.     Total   FTE  divided  by  1980 
census  in  thousands. 
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Financial  Analysis  -  Large  Cities 


Montana's  large  cities  have  seen  their  property  tax  base  (upon  which  they 
depend  for  over  half  of  their  revenue)  decline  steadily.  Operating  tax  revenues 
have  not  kept  pace  with  inflation  despite  sharply  increased  tax  rates.  Expenditures 
have  essentially  remained  at  or  above  the  1979  level  through  the  use  of  non-tax  revenue 
and  shifting  previously  general  funded  activities  to  special  assessment  districts. 
This  shift  has  increased  expenditure  levels  nearly  10%.  Expenditures  for  personnel 
have  essentially  remained  constant  only  because  the  number  of  employees  has  de- 
creased 10%.  While  these  large  cities  have  compensated  for  failing  revenue  bases 
by  shifting  to  non-tax  sources  and  increasing  taxes  where  possible,  it  is  impossible 
to  predict  how  long  they  can  continue  to  do  so. 


Cities  Included  in  the  Sample 

Billings 
Bozeman 
Great  Falls 


Helena 

Kalispell 

Missoula 


Population:  1980  Census 

High 


Low 


66,798        10,379 
Tax  Base  Composition 

Non-agricultural  Land 

Improvements  on  City  and  Suburban  Lots 

Improvements  on  Industrial  Sites 

Other  Improvements 

Allocation  of  Utility  Properties 

Motor  Vehicles 

All  Other  Personal  Property 

Taxable  Valuation:  1982 


High 


Low 


Average 


35,383 


Average  Percent 

15.5 
49.0 

3.7 
.2 

9.1 
10.1 
12.3 


Average 


$89,418,103  $15,352,630        $39,801,682 


lr, 


Figures  do  not  add  to  100%  due  to  averaging  and  rounding, 
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Change  in  Taxable  Valuation: 

Percent  of  1979  Values 

Low 

High 

Average 

1980 

99 

89 

94.66 

1981 

104 

88 

95.8 

1982 

109 

83 

91.8 

Tax  Rate 

Mill  Levy  for  Operations 

1982                  101 

75 

87 

Percent  of  1979  Level 

140 

101 

122 

Tax  Collections  as  Percent  of 

Total  Revenue 

35 

1979 

67 

53 

1980 

62 

48 

54 

1981 

63 

39 

53 

1982 

63 

48 

55 

Change  in  Operating  Revenues: 

Percent  of  1979  Values* 

91 

1980 

103 

79 

1981 

113 

66 

77 

1982 

115 

81 

80 

*Does  not  include  Kalispell. 

Change  in  Non-Tax  Revenue:     Percent  of  1979  Values* 

1982  115 

*Does  not  include  Kalispell. 

Change  in  Operating  Expenditures:     Percent  of  1979  Values 
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$  185     $  132     $  150 
*Does  not  include  Kalispell. 

Capital  Costs  as  a  Percent  of  Total** 

1979 
1980 
1981 
1982 

**Includes  only  Billings,  Helena,  and  Missoula 
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$  266 


79 


1980 

138 

91 

106 

1981 

145 

94 

110 

1982 

156 

94 

107 

Per  Capita  Expenditures  -  1982* 

High             Low             Average 

National  Ave 
for  cities  a 

rage 
50,000 

High 

Low 

Average 

7 

1 

4 

8 

3 

5 

5 

2 

3 

5 

4 

4 

High 

Low 

Average 

127 

90 

107 

116 

93 

104 

157 

91 

124 

Change  in  Special  Assessments:     Percent  of  1979  Values 

1980* 
1981* 
1982** 

♦Includes  only  Billings,  Helena,  and  Missoula. 
**Includes  only  Billings  and  Helena. 

Employees  Per  Thousand  Population  -  1982 

15  6  8 

Change  in  Number  of  Employees:     Percent  of  1979  Level 

1979-1982  100  83  91.3 
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Financial  Analysis-Consolidated  Governments 

The  city-county  governmental  consolidation  of  Butte-Silver  Bow  and  Anaconda- 
Deer  Lodge  are  reported  separately  from  both  counties  and  cities  because  of  their 
unique  status  within  the  State.  Butte-Silver  Bow  and  Anaconda-Deer  Lodge  are 
generally  similar  in  form  and  in  the  financial  data  they  report.  Both  consolidated 
governments  have  suffered  greater  erosion  of  their  tax  bases  and  a  greater  reduc- 
tion in  operating  expenditures  than  either  large  cities  or  urban  counties.  Butte- 
Silver  Bow,  unlike  Anaconda-Deer  Lodge  or  the  other  large  cities  and  counties,  has 
been  able  to  maintain  operating  revenues  at  or  above  its  1979  level  -  once  again, 
due  to  an  increase  of  over  50%  in  tax  rates. 


Population:  1980  Census 


Butte-Silver  Bow              37,585 

Anaconda-Deer  Lodge            12,500 

■ 

Taxable  Valuation:  1982 

Butte-Silver  Bow                $  43,053,102 

Anaconda-Deer  Lodge              $  15,352,630 

Change  in  Taxable  Valuation:  Percent  of  1979  Values 

Butte-Silver  Bow 

Anaconda-Deer  Lodge 

1980                           92 

93 

1981                           88 

91 

1982                            80 

82 

Tax  Rate 

Mill  levy  for  Operations  1982        160 

135 

Percent  of  1979  level              158 

158 

Tax  Collections  as  Percent  of  Total  Revenue 

1979                           47 

34 

1980                           43 

35 

1981                            43 

33 

1982                            55 

34 

Change  in  Operating  Expenditures:  Percent  of  1979  Values 

1980                          104 

97 

1981                           110 

81 

1982                            96 

77 
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Change  in  Operating  Revenues:  Percent  of  1979  Values 

Butte-Silver  Bow      Anaconda- Deer  Lodge 

1980  105  93 

1981  102  92 

1982  102  80 
Change  in  Non-Tax  Revenue:  Percent  of  1979  Values 

1982  87  81 

Per  Capita  Expenditures  -  1982 

Butte-Silver  Bow  $257 

Anaconda-Deer  Lodge  $155 

Employees  Per  Thousand  Population  -  1982 

Butte-Silver  Bow  10 

Anaconda-Deer  Lodge  12 
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Financial  Analysis  -  Small   Cities 

Montana's  small  cities  have  seen  their  tax  base  decline  at  about  half  f.the 
rate  of  small   towns.     Total   revenue  has  dropped  off  even  more  sharply  than  the 
tax  base.     Their  reliance  on  tax  collections,  as  well  as  property  tax  rate,  have 
steadily  increased.     Non-tax  revenues  have  also  sharply  fallen  off,  with  the 
exception  of  Sidney  which  received  oil  severance  funds.     The  small   cities  have 
reacted  by  cutting  already  low  expenditures,  both  in  general  operations  and  by 
reducing  employment  to  approximately  84%  of  the  1979  level.     Although  these  com- 
munities average  only  10%  of  the  population  of  Montana,   they  are  very  similar  to 
the  large  cities  in  terms  of  the  problems  they  face  and  their  reactions  to  them. 


Small   Cities  Included  in  Sample 

Boulder 
Columbia  Falls 
Deer  Lodge 
Glasgow 
Harlem 

Population:   1980  Census 

High  _ 


Laurel 

Poison 

Sidney 

White  Sulphur  Springs 

Wolf  Point 


Low 


5,723  1,010 

Tax  Base  Composition 

Non-agricultural   Land 

Improvements  on  City  and  Suburban  Lots 

Improvements  on  Industrial   Sites 

Allocation  of  Utility  Properties 

Motor  Vehicles 

Other  Personal   Property 

Taxable  Valuations:   1982 


Average 

3,242 

Average  Percent 

12 
46 

10 
6 

II 
15 


High 

Low 

1979 

Average 
$2,579,655 
Values 

$5,492,804 
Change  in  Taxable  Valuation: 

$  599,622 
Percent  of 

High 

Low 

Average 

1980 
1981 
1982 

102 
115 
110 

85 
83 
80 

93 
97 
90 

1-9 


Change  in  Tax  Rate 

High  Low  Average 


Mill   Levy  for  Operations  1979 

94 

53 

69 

Mill   Levy  for  Operations  1982 

111 

64 

83 

Percent  of  1979  Level 

142 

96 

121 

Tax  Collections  as  Percent  of  Total 

Operating  Expen 

ditures* 

1979 

50 

20 

41 

1980 

65 

29 

48 

1981 

55 

27 

50 

1982 

66 

41 

52 

*  Does  not  include  Columbia  Falls. 

Change  in  Operating  Revenue:  Percen 

t  of  1979  Values 

** 

73 

1980 

119 

94 

1981 

142 

66 

94 

1982 

104 

58 

80 

**  Does  not  include  Boulder,  Columbia  Falls,  Sidney,  Wolf  Point. 
Change  in  Operating  Expenditures:  Percent  of  1979  Values 


1980 

119 

73                      91 

1981 

112 

64                      86 

1982 

122 

55                      82 

Per  Capita  Expenditures  -   1982 

High                Low 

Ave  re 
$  120 

ige 

National  Aver,   for 
Cities  •<  50,000 

$  160              $     59 

$  266 

Employees  Per  Thousand  Population 

High 

Low               Average 

1982 

12.8 

2.3                   8 

Percent  of  1979  Level 

100 

50                      84 
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Financial  Analysis  -  Towns 


Montana's  small  towns  have  been  more  affected  by  a  declining  tax  base  than 
all  other  types  of  general  purpose  local  government.  Taxable  valuations  have  de- 
creased an  average  of  16%  in  all  the  sample  towns.  Tax  rates  have  risen  sharply 
while  tax  collections  and  total  revenue  decreased.  Operating  expenditures  have 
declined  by  nearly  20%.  The  amount  of  government  services  provided  as  measured 
by  per  capita  operating  expenditure  are  much  less  than  the  national  average  or  of 
any  other  types  of  local  government  in  Montana.  Employment  by  these  towns  has 
remained  stable.  While  small  towns  have  felt  the  impact  of  reduced  taxable  valu- 
ations, they  have  been  able  to  absorb  these  changes  primarly  by  reducing  further 
their  already  low  level  of  government  services  and  costs. 


Towns  Included  in  the  Sample 

Bainville 
Big  Sandy 
Broadus 
Circle 

Population:  1980  Census 


High 


Denton 

Drummond 

Richey 

West  Yellowstone 

Low 


Average 


933 

Composition  of  Tax  Base: 
Non-agricultural  Land 
Improvements  on  City  and  Suburban  Lots 
Improvements  on  Industrial  Sites 
Allocation  of  Utility  Properties 
Motor  Vehicles 
Other  Personal  Property 

Taxable  Valuation:  1982 

High 


246 

Percent  of  Total 
6 

52 

7 

5 
11 
18 


Low 


580 


1 


$1,264,333      $121,000 
Change  in  Taxable  Valuation:  Percent  of  1979  Values 


Average 
$500,000 


1980 
1981 
1982 


96 
98 
91 


67 

88 

63 

88 

64 

84 

1 


Figures  do  not  add  to  100%  due  to  averaging  and  rounding. 
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Change  in  Tax  Rate 

High        Low        Average 


Mill  Levy  for  Operations  1979        72 

44 

60 

Mill  Levy  for  Operations  1982        88 

60 

70 

Percent  Change  from  1979           147 

101 

115 

Tax  Collections  as  Percent  of  Total  Operating  Expenditure 

s^ 
30 

1979                         66 

48 

1980                         81 

38 

54 

1981                         78   s 

37 

51 

1982                           64 

34 

49 

Change  in  Operating  Revenue:  Percent  of  1979  Values 

75 

1980                         123 

95 

1981                         121 

66 

94 

1982                          105 

60 

83 

Change  in  Operating  Expenditures:  Percent  of  1979  Val 

ues 

67 

1980                         146 

97 

1981                         151 

55 

98 

1982                         128 

43 

82 

Per  Capita  Expenditures  -  1982 

$  269 

$ 

34 

$   100 

Employees  Per  Thousand  Population  -  1982 

4 

18 

11 
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Financial  Analysis  -  Urban  Counties 

Montana's  urban  counties  have  felt  the  affects  of  inflation  more  than  their 
rural  counterparts.  Taxable  valuations  are  decreasing  at  a  faster  rate.  The 
primary  property  tax  base  of  improvements  on  land,  motor  vehicle  and  personal 
property  is  volatile  in  comparison  to  the  stable  agricultural  base  of  rural 
counties.  Furthermore,  these  urban  counties  are  more  reliant  on  property  tax 
revenues  than  rural  counties.  Therefore,  tax  rates  have  increased  at  a  faster 
pace.  Expenditures  have  increased  at  the  same  rate  as  rural  counties'.  The 
number  of  employees  per  thousand  population  has  increased  very   slightly  (5.9  - 
5.1).  Urban  counties  face  a  deteriorating  tax  base,  a  declining  non-tax  revenue 
and  increasing  demands  for  "urban"  services  (esp.  law  enforcement). 

Counties  Included  in  the  Sample 

Cascade 

Flathead 

Gallatin 


Lewis  &  Clark 

Yellowstone 

Hill 


(Missoula  -  Data  Unavailable) 


Population:  1980  Census 


High          Low 

Average 

107,659        17,931 

57,408 

Composition  of  Tax  Base: 

Percent  of  Total 

Agricultural  Land 

4.5 

Non-agricultural  Land 

12 

Improvements  on  Lots 

32 

Improvements  on  Industrial  Sites 

4 

All  Other  Improvements 

2 

Net  and  Gross  Proceeds 

4.4 

Utility  Property 

11 

Motor  Vehicles 

10 

Livestock 

1.5 

Other  Personal  Property 

18 

Taxable  Valuation:  1982 

High 

Low 

Average 

County-wide          $155,600,000 

$  35,400,000 

$  71,971,000 

Road  Only             76,000,000 

26,688,000 

38,915,000 

"Figures  do  not  add  to  100%  due  to  averaging  and  rounding. 
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Change  in  Taxable  Valuation:     Percent  of  1979  Values 


County-wide: 

High 

Low 

Average 

1980 

96 

92 

95 

1981 

106 

88 

96 

1982 

99 

83 

90 

Road  Only: 

1980 

103 

85 

96 

1981 

137 

79 

103 

1982 

105 

73 

92 

Rate  Tax:     Mills  Levied  - 

1982 
High 

Low 

Average 

Average  % 
of  79  Rate 

General  Operations* 

66 

17.4 

40.1 

126 

Road 

15 

11.45 

13.3 

138 

Bridge 

4 

2.3 

3.3 

120 

Poor 

13.5 

5.3 

7.7 

148 

Courts 

6 

4.6 

5.7 

97 

Debt 

6.3 

0. 

2.2 

77 

Fire 
*Does  not  include 

67 
Yellowstone  County 

0 

41.0 

197 

Tax  Collections  as 

Percen 

t  of  Total  Revenues 

22 

45 

1979 

75 

1980 

49 

22 

47 

1981 

54 

21 

49 

1982 

64 

51 

53 

Change  in  Revenue: 

Percent  of  1979  Values 

Tax  Collections  131  87  113 

Non-tax  Revenue  135  63  96 

Change  in  Total  Operating  Revenue:     Percent  of  1979  Values** 

1980 
1981 
1982 


114     . 

92 

104 

125 

97 

108 

118 

88 

100 

*  *Does  not  include  Flathead  County. 


1-14 


Change  in  Total  Expenditures:  Percent  of  1979  Values* 


High 

Low 

Average 

1980 

110 

76 

96 

1981 

104 

90 

95 

1982 

123 

84 

107 

1982  Road 

121 

82 

87 

1982  Poor 

272 

103 

164 

*Does  not  include  Flathead  County 
Per  Capita  Expenditures:  1982 


High      Low  Average 

$  314     $  130  $  182 

Change  in  Law  Enforcement  Costs:  Percent  of  1979  Values 


High 
187 


Low 
116 


Change  in  Personnel  Costs:  Percent  of  1979  Values 


126       103 
Number  of  Employees  Per  Thousand  Population: 


Average 
163 

109 


1979  -  1982 


1979 
1980 
1981 
1982 


7.4 

3.9 

8.0 

4.1 

8.0 

4.3 

8.3 

4.2 

5.9 
6.2 
6.2 
6.1 


National  Aver, 
for  Counties 
under  100,000 

$       206 
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Financial  Analysis  -  Rural   Counties 


Rural  counties  have  been  affected  by  inflation  as  have  other  governments, 
but  to  a  lesser  degree.     Taxable  valuations  have  held  their, own  against  infla- 
tion. Tax  rates  in  general  have  stayed  constant,  although  some  specific  program 
areas  (road  maintenance,  welfare,  courts,  etc.)  have  seen  large  increases.     Reli- 
ance on  taxes  has  increased,  while  non-tax  revenues  have  decreased.     General  ex- 
penditures have  increased  slightly,  while  the  special  programs  mentioned  above 
have  increased  much  more  rapidly.     Personnel   costs  have  remained  constant,  while 
the  number  of  employees  per  thousand  population  has  declined  sharply.     Of  all 
groups  of  counties,   the  agriculture-dominated  rural   counties  are  in  the  most 
stable  financial   position. 

Counties  Included  in  the  Sample 


Beaverhead 

Granite 

Lake 


Mineral 

Phillips 

Sanders 


Population:   1980  Census 

High  Low 

19,000  2,691 

Composition  of  Tax  Base: 

Agricultural  Land 

Non-agricultural   Land 

Improvements  on  Lots 

Improvements  on  Industrial  Sites 

All   Other  Improvements 

Net  Proceeds* 

Allocations  of  Utility  Property 

Motor  Vehicles 

Livestock 

Other  Personal   Property 

*  Includes  Phi  Hips  County  Gas  and  Oil 

Taxable  Valuation:   1982 


Average 
7,931 
Percent  of  Total 

10 

8 

15 

1 

5 

10 
22 

7 

11 
16 


1 


JMl 


Low 


County-wide 
Road  Only 


$27,619,123 
18,443,700 


$3,901,967 
3,159,793 


Average 

$14,303,635 
11,269,478 


I 


Figures  do  not  add  to  100%  due  to  averaging  and  rounding. 
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Change  in  Taxable  Valuation:  Percent  of  1979  Values 


County-wide: 

High 
121 

Low 

Average 

1980 

95 

101 

1981 

159 

90 

107 

1982 

140 

83 

95 

Road  Only: 

1980 

125 

84 

101 

1981 

166 

93 

110 

1982 

150 

86 

97 

Tax  Rate:  Mills  Levied  -  1982 

High 
45.7 

Low 

Average 
31 

Average  % 
of    79  Rate 

General  Operations 

18.6 

100 

Road* 

12 

0 

11 

.06 

127 

Bridges 

6 

1.4 

4 

183 

Poor 

13 

3 

8 

.83 

218 

Courts 

5 

0 

3 

.82 

94 

Debt 

6 

0 

4 

.4 

63 

Fire 

62 

0 

22 

160 

*  Sanders  and  Mineral   Counties  receive  substantial   Forest  Reserve 
payments  from  the  federal   government  for  use  in  roads  maintenance. 

Tax  Collections  as  Percent  of  Total   Revenues 

High  Low  Average 

1979  50 

1980  64 

1981  44 

1982  56 

Change  in  Revenue:  Percent  of  1979  Values 

Tax  Collections  129 

Non-tax  Revenue  110 

Change  in  Total  Operating  Revenue:     Percent  of  1979  Values 

1980  128 

1981  155 

1982  109 


20 

37 

22 

38 

28 

38 

33 

46 

103 

114 

40 

63 

Values 

83 

108 

73 

109 

59 

89 
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Change  in  Total  Expenditures:  Percent  of  1979  Values 


High 

Low 

Average 

1980                                     116 

82 

98 

1981                                     131 

76 

104 

1982                                     168 

82 

118 

1982  Roads                          168 

78 

125 

1982  Poor                           233 

17 

164 

1982  Courts                        177 

73 

136 

Per  Capita  Expenditures:     1982 

High 

Low 

Average 
$     290 

National  Aver 
for  Counties 
under  100,000 

$     478 

$     172 

$      206 

Change  in  Law  Enforcement  Costs: 

Percent  of  1979 

Val 

ues 

High 

Low 

Average 
144 

216 

96 

Change  in  Personnel   Costs:     Percent 

of 

1979  Values 

127  90  100 

Number  of  Employees  Per  Thousand  Population:  1979  -  1982 

1979 

1980 
1981 
1982 


53 

6 

20 

44 

6 

18 

27 

7 

13 

24 

7 

14 
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Financial  Analysis  -  Impact  Cities 

Coal   and  oil   cities  have  witnessed  decline  in  their  property  tax  base, 
because  the  source  of  their  extraordinary  revenue  (coal   and  oil   proceeds)  do 
not  originate  from  within  their  municipal  boundaries.  These  communities  have 
maintained  taxes  near  the  1979  level.     While  both  have  decreased  their  reli- 
ance on  tax  collections,   the  oil   community  has  done  so  at  twice  the  rate  of 
the  coal   community.     As  expected,  non-tax  revenue  has  greatly  increased  but 
from  different  sources.     The  coal  city  receives  some  grants  to  assist  it  in 
dealing  with  development,  while  the  oil  city  receives  large  "excess  proceeds" 
automatically.     Suprisingly,  the  per  capita  expenditure  levels  remain  relatively 
low  even  though  the  figure  for  the  oil  community  more  than  doubled  since  1979. 
Equally  surprising,  employment  has  decreased  during  this  period  of  rapid 
increase  in  expenditures. 

Clearly,  cities  with  substantial   non-tax  revenue  currently  are  financially 
sound.     However,  their  revenue  base  is  very  dependent  on  one  source  -  mineral 
extraction.     When  that  process  stops,  many  of  the  demands  for  services  will 
continue  while  the  revenue  may  not.     Furthermore,  oil   impact  cities  are  in  a 
more  favorable  financial  position  than  their  coal  counterparts  since  their 
revenue  accrues  automatically  with  production,  while  coal  cities  must  seek  out 
their  share  of  the  mineral  wealth. 

Cities  Included  in  Sample 

Coal  -  Forsyth  Oil  -  Plentywood 

Population:   1980  Census 

Forsyth  -  2,550  Plentywood  -  2,455 

Taxable  Valuation 

Forsyth  -  $1.7  million        Plentywood  -  $2.5  million 
Taxable  Valuation:  Percent  of  1979  Values 


Coal 

Oil 

1980 

89 

88 

1981 

88 

105 

1982 

86 

92 
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Tax  Rate  -  1982 


Coal 

Oil 

Mills  Levied                                           68 

67 

Percent  of  1979  Level                         105 

102 

Tax  Collections  as  Percent  of  Total   Revenue 

1979                          .                               45 

70 

1980                                                            36 

72 

1981                                                            41 

44 

1982                                                            35 

35 

Non-Tax  Revenue:  Percent  of  1979  Values 

1982                                                          174 

389 

Total  Operatinq  Revenue:  Percent  of  1979  Values 

1980                                                        108 

99 

1981                                                          98 

203 

1982                                                          127 

169 

Per  Capita  Expenditures 

1982  $124  $213 

Total  Operatinq  Expenditures:  Percent  of  1979  Values 

1980  104  144 

1981  102  117 

1982  108  230 

Number  of  Employees  Per  Thousand  Population 

1982  5  5 

Percent  of  1979  Level  94  77 
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Financial  Analysis  -  Impact  Counties 

Counties  which  have  significant  mineral  extraction  activities   (referred 
to  in  this  report  as  Coal   Counties  and  Oil/Gas  Counties)  have  large  and 
rapidly  increasing  tax  bases.     In  fact  there  is  an  average  of  $8,000  of 
taxable  valuation  per  person  in  these  counties  compared  with  barely  $1,200 
per  person  in  the  large  counties.     Net  and  Gross  proceeds  taxes  from  mined 
extraction  comprise  over  half  of  the  tax  base.     While  taxes  have  declined 
for  general   operations,   they  have  remained  constant  or  increased  for  road 
and  bridge  construction  and  maintenance  and  for  welfare  costs.     Expenditures 
have  increased  dramatically  to  keep  pace  with  the  new  demands  for  services 
(especially  law  enforcement)   created  by  the  mineral  extraction  boom.     These 
costs  have  not  been  in  the  personnel  area.     The  number  of  employees  per 
1,000  population  has  only  increased  10%. 

While  these  counties  are  currently  in  a  favorable  financial   position 
it  must  be  recognized  that  they  are  ^ery  dependent  on  one  source  of 
revenue,  a  source  that  will   eventually  vanish.     The  long-term  costs 
brought  about  because  of  the  mineral  extraction  soon  may  outlive  the 
current  revenues  derived  from  this  industry. 

Counties  Included  in  the  Sample 

Coal  Counties  Oil   and  Gas  Counties 

Big  Horn  Liberty 

Rosebud  Pondera 

Richland 

Sheridan 

Toole 

Population:     1908  Census 

High  Low  Average 

12,225  981  6,784 
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Composition  of  Tax  Base:  Percent  of  Total 

Agricultural  Land  10 

Non-agricultural   Land  1 

Improvement  on  City  Lots  •            6 

Industrial   Improvements  1 

All  Other  Improvements  3 

Net  and  Gross  Proceeds  50 

Utility  Property  10 

Motor  Vehicle  3 

Livestock  2 

All  other  Personal   Property  14 

Taxable  Valuation:     1982 


High 
$95,885,858 

Low 

Average 

County-wide 

$15,223,947 

$56,675,025 

Road  Only 

94,096,546 

13 

,630,476 

53,650,754 

Change  in  Taxable  Valuation:     Percent 

of  1979 

Values 

High 

Low 

Average 

County-wide: 

1980 

112 

83 

99 

1981 

182 

109 

136 

1982 

347 

107 

169 

Road  Only: 

1980 

111 

94 

100 

1981 

182 

110 

138 

1982 

347 

107 

169 

Tax  Rate:     Mills  Levied  - 

1982 

High 

Low 

Avera 

ge 

Average  % 
of  79  Rate 

General  Operations 

22.6 

3.68 

14. 

7 

69 

Road 

17.0 

5.62 

12. 

8 

100 

Bridge 

4.0 

1.65 

3. 

50 

141 

Poor 

10.0 

.9 

4 

40 

100 
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Tax  Collections  as  Percent  of  Total   Revenues 


1979 
1980 
1981 
1982 


High 

43 
40 
46 
60 


Low 

32 
26 

16 
23 


Change  in  Non-Tax  Revenue:     Percent  of  1979  Values 


1980 
1981 

1982 


High 

182 
298 
267 


Low 

92 

87 

55 


Change  in  Total   Revenue:     Percent  of  1979  Values 

High  Low 

1980  149  84 


1981 
1982 


224 
185 


93 
68 


Change  in  Total   Expenditures:     Percent  of  1979  Values 


High 


Low 


1980 
1981 
1982 

Capital   Expenditures  as  Percent  of  Total   Expenditures 


1979 
1980 
1981 
1982 


High 

33 
53 
38 
43 


Change  in  Law  Enforcement  Costs:     1979-1982 

High 
246 


Low 

3 
9 

6 
1 


Low 
119 


Average 

34 

30 
30 

39 

Average 

117 
148 
135 

Average 

110 
137 
115 

Average 


155 

93 

116 

150 

90 

124 

275 

117 

193 

Average 

19 
20 

22 

16 


Average 
199 
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Per  Capita  Expenditures: 

1982 

High 

Low 

Average 

$932 

$345 

$627 

Change  in  Personnel   Costs 

:     1979-1982* 

Low 

High 

Average 

$160 

$  97 

$129 

*Does  not  include  Liberty  and  Sheridan  Counties 
Number  of  Employees  Per  Thousand  Population 


High 

Low 

Average 

1979 

58 

9 

21 

1980 

63 

10 

23 

1981 

65 

11 

23 

1982 

65 

12 

24 
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SUMMARY  GRAPHS 

The  graphs  on  the  following  eight  pages  are  presented  in  an  effort  to 
graphically  represent  the  general  trends  in  revenue  and  expenditure  levels  for 
local  governments.  These  graphs  are  intended  to  indicate  trends  by  each  type 
of  government  as  well  as  comparisons  between  these  groups.  Coal  and  oil  impact 
cities  are  presented  separately  with  impact  counties  to  illustrate  the  effect  of 
different  tax  treatment  of  coal  and  oil /gas  proceeds. 

Information  for  fiscal  year  1982  is  based  on  projected  local  government  budgets 
and  does  not,  therefore,  represent  actual  revenues  and  expenditures.  For  this  reason, 
this  information  is  identified  with  dotted  lines. 
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CHANGE  IN  TAXABLE  VALUATION 

1979  -  1982 

URBAN  COUNTIES,  RURAL  COUNTIES, 

LARGE  CITIES,  SMALL  CITIES,  TOWNS, 

CONSOLIDATED  GOVERNMENTS 

ADJUSTED  FOR   INFLATION 

(Implicit  Price  Deflator) 


115- 


110- 


105 


to 

3 

< 
> 

■  en 

6? 


u. 
O 

,„ 
s 

o 
cc 

m 
a. 


100 


Rural  Counties 
Urban  Counties 

Large  Cities 
Small  Cities 


1979  Values 


Anaconda-Deer  Lodge 


Butte-Silver  Bow 


1979 


FISCAL  YEAR 
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120. 


CHANGE   IN  TOTAL  OPERATING  EXPENDITURES 

1979  -  1982 

URBAN  COUNTIES,  RURAL  COUNTIES, 

LARGE  CITIES,  SMALL  CITIES,  TOWNS, 

CONSOLIDATED  GOVERNMENTS  Rural  Counties 

ADJUSTED  FOR   INFLATION  P 

(Implicit  Price  Deflator) 


115. 


110 


Large  Cities 


in 

D 

C5 

a 


!- 

Z 

u'.; 
O 

cc 

HI 

a. 


•  Large  Cities 


Urban  Counties 


1979  Values 


Towns 


Small  Cities 


FISCAL  YEAR 
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Anaconda-Deer  Lodge 
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CHANGE   IN  TOTAL  OPERATING   REVENUE 

1979  -  1982 

URBAN  COUNTIES,  RURAL  COUNTIES, 

LARGE  CITIES,  SMALL  CITIES,  TOWNS 

CONSOLIDATED  GOVERNMENTS 

ADJUSTED   FOR   INFLATION 

(implicit  Price  Deflator) 


Anaconda 
Deer  Lodge 


Large  Cities 


Anaconda-Deer  Lodge 


1 980 


1981 


FISCAL  YEAR 
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•  Butte-Silver  Bow 
Urban  Counties 


1979  Values 


#  Large  Cities 


Rural  Counties 


o 

Towns 


Small  Cities 


1982 
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'  TAX  COLLECTIONS  AS  PERCENT 

OF  TOTAL  REVENUE 

1979  -  1982 

URBAN  COUNTIES,  RURAL  COUNTIES, 

LARGE  CITIES,  SMALL  CITIES,  TOWNS, 

CONSOLIDATED  GOVERNMENTS 

(Implicit  Price  Deflator) 


..Large  Cities 

1 Butte-Silver  Bow 


.«  Urban  Counties 
. «  Small  Cities* 


■»   Towns* 


Rural  Counties 


••    Anaconda-Deer  Lodge 


1979 


1980 


1981 


1982 


FISCAL  YEAR 

*  Small  Cities  and  Towns  reflect  tax  collections  as  a  percent  of  total  expenditures  rather 
than  of  total  revenues. 
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INTRODUCTION 

As  of  October,  1981,  Congressional  legislative  action  on  the  Reagan  Administra- 
tion's budget  proposals  has  consisted  of  passage  of  the  Omnibus  Reconciliation  Act 
of  1981.  At  this  time,  all  federal  funding  is  on  the  basis  of  Continuing  Resolutions, 
which  expire  November  20,  1981.  The  Reagan  Administration  has  requested  an  additional 
12%  reduction  in  the  federal  budget  presented  March  10,  1981.  The  current  perspective 
on  potential  Congressional  action  on  the  additional  reduction  is  that  further  cuts 
will  occur  in  the  defense  budget  and  in  non-entitlement  programs. 

The  information  presented  in  this  section  addresses  the  estimated  impact  on 
Montana's  local  governmental  units  of  appropriation  levels  reflecting  the  Omnibus 
Reconciliation  Act  or  new  Administration  proposals.  Implementation  of  an  additional 
12%  funding  reduction  in  the  total  federal  budget  could  have  widely  varying  impact 
on  specific  non-entitlement  programs.  Except  for  the  General  Revenue  Sharing  Pro- 
gram, unless  there  is  clear  indication  from  federal  or  State  agencies  as  to  how 
the  additional  cuts  would  be  implemented  for  their  programs,  the  12%  proposal  has 
not  been  quantified.  In  those  cases  where  no  quantifiable  impact  of  the  Omnibus 
Reconciliation  Act  is  currently  available,  no  dollar  estimates  are  presented. 

The  federal  reductions  and  associated  legislative  changes  to  programs  will  affect 
local  governments  in  six  impact  areas: 

-  Community  and  Economic  Development 

-  Education 

-  Energy  and  Environmental  Management 

-  Human  Resources 

-  Transportation 

-  Other  Shared  Revenues 

The  following  report  includes  summaries  of  each  impact  area  and  of  each  program, 
descriptions  of  the  funding  reductions  or  program  changes,  and  the  estimated  fiscal 
and  programmatic  impact  on  local  governmental  units.  Unless  disparate  impact  will 
be  experienced  by  specific  local  governments,  impact  is  presented  in  aggregate 
amounts.  Data  for  the  report  were  supplied  by  State  agencies,  federal  agencies,  and 
Congressional  contacts. 

A  fiscal  impact  summary  table  is  presented  On  pages  2-3  and  2-3. 

NOTE:  In  order  to  show  both  the  funding  levels  that  will  be  affected  by  fed- 
eral action  and  the  net  impact,  impact  area  tables  and  the  summary  table  pre- 
sent net  impact  only  while  the  individual  writeups  show  actual  or  anticipated 
funding  levels  in  each  fiscal  year  and  the  net  impact. 
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Summary  of  Fiscal  Impact  on  Local  Governments  of  Federal  Action  and  Proposals 


Impact  Area/Programs 


COMMUNITY  AND  ECONOMIC  DEVELOPMENT 

"Small  Cities"  CDBG,  HUD  701  &  312 

Economic  Development  Administration 

FmHA  Water,  Sewer,  Community  Facility 
Loans/Grants 

ENERGY  AND  ENVIRONMENTAL  MANAGEMENT 

Energy  Conservation  Programs 


IV) 

ro 


EPA  Wastewater  Treatment 
(Section  201) 

Land  and  Water  Conservation 
Fund  (LWCF) 

208  Non-Point  Water  Quality 

Youth  Conservation  Corps/ 
Young  Adult  Conservation  Corps 

EDUCATION 

P.L.  874  Impact  Aid 


Estimated  Ne 

t  Loss  in  Fiscal  Ye. 

ir  of 

Impact 

Net  Impact 

FY  81 

FY  82 

FY  83 

-  0  - 

($   211,344) 

($ 

228,334) 

($   439,678) 

($  2,747,150) 

($  2,945,900) 

($  2,945,900) 

($  8,638,950) 

-  0  - 

($  2,900,000)1 
($  3,150,000)2 

unknown 

($  2,900,000)1 
($  3,150,000)2 

-  0  - 

($    80,155) 

unknown 

($    80,155) 

($  8,469,818) 

($  4,495,000)3 
($13,895,000)4 

unknown 
unknown 

($12,964,818)3 
($22,364,818)4 

($   156,277) 

($   710,207)5 
($  1,210,491)6 

unknown 

($  710,207)5 
($  1,210,491)6 

-  0  - 

($   117,810) 

($ 

117,810) 

($   235,620) 

-  0  - 

($   238,101) 

($ 

238,101) 

($   476,202) 

($   3,558,343) 


($  1,907,202)7 
($  1,093,863)8 
($  3,809,041)9 


unknown 


1.  Assuming  a  50%  reduction  in  grant  funds. 

2.  Assuming  a  75%  reduction  in  grant  funds. 

3.  Assuming  states  allocation  formula  remains  unchanged. 

4.  Assuming  states  allocation  formula  changes  to  Reagan  proposal 

5.  Assuming  Congress  appropriates  $100  million  nationally. 

6.  Assuming  no  funding  in   FFY  82. 

7.  House  version  of  entitlement  formula. 

8.  Senate  version  of  entitlement  formula. 

9.  Reagan  version  of  entitlement  formula. 

(Continued) 


$  9,023,888)7 

$  8,210,549)8 

($10,925,727)9 


Summary  of  Fiscal    Impact  on  Local   Governments  of  Federal  Action  and  Proposals   (Continued) 


Impact  Area/Programs 


HUMAN   RESOURCES 
CETA-PSE 

Maternal  and  Child  Health  Block  Grant 
Preventive  Health  Block  Grant 
AFDC/Medicaid 

TRANSPORTATION 

Federal -aid  Highway 

UMTA  Operating  Subsidies 
OTHER  SHARED  REVENUE 

PILT 

Revenue  Sharing 


Estimated  Net 
FY  81 

Loss  in  Fiscal  Year 

of  Impact 

Net  Impact 

FY  82 

FY  83 

($ 

806,127) 

($  2,449,798) 

($  2,449,798) 

($  5,705,723) 

N/A 

Program  Begins 

($   239,248) 

($   239,248) 

($ 

130,621) 

($   130,621) 

($   522,365) 

($   783,607) 

N/A 

($  4,901,700)10 
($  2,450,850)11 

($  7,476,480)10 
($  3,738,240)11 

($12,378,180)10 
($  6,189,090)11 

N/A 

($  3,594,177)12 

($  6,415,677)12 

($10,009,854)12 

N/A 

($   150,000) 

($   573,000) 

($   723,000) 

N/A 

($  4,984,869) 

unknown 

($  4,984,869) 

N/A 

($  1,067,145) 

unknown 

($  1,067,145) 

10. 

11. 

12. 


Presents  estimated  maximum  increased  costs  to  counties  if  aj_l  newly  ineligible 
AFDC  recipients  are  eligible  for  County  General  and/or  Medical  Assistance. 
Assuming  only  half  of  all  newly  ineligible  AFDC  recipients  are  eligible  for 
County  General   and  Medical  Assistance. 

Federal   fiscal  year  amounts  used  because  budget  authority  represents  obligated 
funds  not  necessarily  expended  within  that  year.     Reduction  of  funding 
obligations  affects  only  the  State  Highway  Fund,  not  local   governments. 


COMMUNITY  AND  ECONOMIC  DEVELOPMENT 


The  impact  of  federal  action  on  community  and  economic  development  will  be 
felt  in  the  cost  and  availability  of  FmHA  water,  sewer  and  other  community 
facility  construction  loans,  the  elimination  of  Economic  Development  Administra- 
tion funding  of  local  efforts  to  stimulate  economic  development,  and  the  loss  of 
HUD  subsidization  of  local  planning  and  non-residential  property  rehabilitation. 
The  formation  of  a  "Small  Cities"  Community  Development  Block  Grant,  with  an  in- 
crease of  13%  of  the  FY  81  funding  and  increased  flexibility  of  State  administra- 
tion of  the  block  grant,  will  not  offset  the  entire  loss  of  two  HUD  categorical 
grants  and  reduction  in  funding  for  the  two  CDBG  entitlement  areas  in  Montana. 


The  following  table  summarizes  the  estimated  fiscal  impact  of  federal  legis- 
lative action  on  funding  available  to  local  governments.  Individual  program  sum- 
maries are  presented  on  the  following  pages. 


"Small  Cities"  CDBG, 
HUD  701  and  312 

Economic  Development 
Administration 


FmHA  Water,  Sewer 
and  Community 
Facility  Loans/ 
Grants 


FY  81 


Net  Loss  in  Fiscal  Year  of  Impact 


FY  82 


FY  83 


Total 


$  -0- 


($  211,344)  ($  228,334)  ($  439,678) 


($2,747,150)  ($2,945,900)  ($2,945,900)  ($8,638,950) 


-0- 


( (Minimum)) 

($2,900,000)*   unknown   ($2,900,000)* 
($3,150,000)**  ($3,150,000)** 


*  Assuming  a  50%  reduction  in  grant  funds. 
**  Assuming  a  75%  reduction  in  grant  funds, 
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"Small  Cities"  Community  Development  Block  Grant 
HUD  701  and  HUD  312 

Description  of  Programs 

The  "Small  Cities"  Community  Development  Block  Grant  (CDBG)  program  is  currently 
administered  by  the  U.S.  Department  of  Housing  and  Urban  Development  (HUD).  The  pro- 
gram has  provided  single  purpose  and  comprehensive  grants  directly  to  eligible  com- 
munities. Eligible  applicants  are  units  of  general  purpose  local  government  with 
populations  under  50,000  termed  "non-entitlement  areas",  which  compete  annually  for 
the  State's  HUD  allocation.  Central  cities  of  Standard  Metropolitan  Statistical 
Areas  (Billings  and  Great  Falls)  and  urban  counties  (Cascade  and  Yellowstone)  are 
called  "entitlement  areas"  and  compete  for  funds  in  a  separate  HUD  allocation  for 
each  state. 

HUD  701  has  provided  funds  to  support  up  to  two-thirds  of  the  costs  to  local 
governments  for  the  development  of  local  community  planning  and  management  efforts. 
HUD  701  funding  has  also  supported  the  same  portion  of  costs  to  states  in  providing 
technical  assistance  to  local  communities. 

HUD  312  has  provided  funds  for  rehabilitation  of  non-residential  properties 
within  eligible  communities. 

Description  of  Program  Changes/Budget  Reductions 

Under  the  new  legislation,  both  HUD  701  and  312  have  been  eliminated  in  FFY  81 
as  separately  funded  grant-in-aid  categorical  programs,  although  their  functions 
have  been  incorporated  within  the  CDBG  program.  National  funding  for  the  entire 
CDBG  program  will  be  $4,166  billion  for  FFY  82,  with  $1.1  billion  for  the  "Small 
Cities"  portion  and  the  same  amount  anticipated  for  FFY  83.  No  indication  has  yet 
been  given  by  the  federal  government  regarding  fiscal  years  subsequent  to  FFY  83. 

The  new  federal  legislation  makes  the  non-entitlement  portion  of  the  CDBG  avail- 
able as  an  optional  State-administered  program.  Within  the  broad  guidelines  set  out 
by  the  new  legislation,  the  State  will  have  the  authority  to  design  its  own  proce- 
dures for  program  administration  and  to  develop  criteria  or  formulas  for  selection 
of  grant  recipients.  If  the  State  chooses  not  to  administer  the  program,  HUD  will 
administer  it  in  accordance  with  existing  law. 

It  is  anticipated  that  from  8%   to  18%  of  the  entitlement  portion  of  CDBG  will 
be  cut  in  FFY  82.  The  1980  Census  data  will  be  used  to  create  a  new  list  of  poten- 
tial entitlement  areas.  An  increase  in  entitlement  areas  could  mean  an  estimated 
8%  reduction  of  FFY  81  funding  for  Montana  in  FFY  82.  If  the  Reagan  Administration's 
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additional  12%  budget  reduction  is  implemented  as  well,  the  estimated  impact  of 
both  the  redetermination  of  eligible  entitlement  areas  and  the  additional  cuts 
will  total  an  18%  reduction  in  Montana's  FFY  82  allocation. 

Programmatic  Impact 

The  folding  of  HUD  701  and  312  activities  into  the  CDBG  will  likely  result  in 
fewer  dollars  going  for  planning  at  the  local  level  and  for  rehabilitation  of  non- 
residential properties  due  to  the  competitive  nature  of  project  funding  from  the 
State  allocation. 

Estimated  Fiscal  Impact  on  Local  Governments 

Montana's  portion  of  the  "Small  Cities"  funding  for  FY  82  has  been  projected  to 
represent  a  13%  increase  over  FY  81  funding.  Communities  currently  committed  to 
multi-year  projects  will  continue  to  receive  their  second  and  third  year  funding  as 
scheduled.  Because  the  grants  are  awarded  on  a  competitive  basis,  it  is  not  possible 
to  estimate  impacts  on  specific  local  government  units  or  to  determine  which  will 
gain  and  which  will  not  receive  potential  funding.  The  following  table  presents  cur- 
rent amounts  funded  for  CDBG  projects  and  the  impact  of  elimination  of  separate  fund- 
ing for  HUD  701  and  312. 

Actual  or  Anticipated  Funding      Biennial 

"Small  Cities"  CDBG      FY  81      FY  82*      FY  83*    Net  Impact 
(Non-entitlement) 

Total  committed    $5,595,000   $2,517,000   $1,003,000 
Total  available       -0-     3,783,000   5,297,000 

Subtotal     $5,595,000   $6,300,000   $6,300,000   $1,410,000 

(Entitlement) 

Billings/Yellow- 
stone   $1,009,400   $  827,708   $  827,708   ($363,384) 
Great  Falls/ 

Cascade         991,000     812,620     812,620   (  356,760) 

HUD  701 

Total  Grants      $   60,262   $   17,000       -0-    ($103,524) 
Total  Tech.  Assist.   213,000       -0-       -0-    (  426,000) 

HUD  312 

Total  $  300,000        -0-        -0-     ($600,000) 

Total     $8,168,662   $7,957,328   $7,940,328   ($439,668) 

*  The  assumption  is  that  FY  82  and  FY  83  funding  will  be  the  same  for 
the  non-entitlement  portion  of  CDBG.  If  further  reductions  are  made 
on  the  federal  level,  this  funding  amount  is  questionable.  An  18% 
reduction  of  FY  81  entitlement  funding  for  FY  82  and  FY  83  is  assumed. 
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Economic  Development  Administration 


Description  of  Program 

The  objectives  of  the  Economic  Development  Administration  (EDA)  have  been  to 
reduce  substantial  and  persistent  unemployment  in  economically  distressed  areas  and 
to  deal  with  problems  of  economic  adjustment.  Economic  assistance  has  been  provided 
to  state  and  local  governments  on  a  regional  competition  basis  through  Regional  Com- 
missions. The  Regular  Programs  within  the  EDA  program  support  Public  Works,  Tech- 
nical Assistance,  Planning,  Business  Development  and  Title  IX  projects. 

Description  of  Program  Changes/Budget  Reductions 

The  EDA  and  Regional  Development  Commissions  have  been  eliminated  through  re- 
scission of  funding  in  FY  81.  Some  carry-over  funds  are  being  used  to  support 
monitoring  of  previously  funded  projects  and  closing  out  of  the  programs.  The .304 
portion  of  EDA  funds  that  was  previously  available  for  discretionary  grants  through 
the  Governor's  Office  has  also  been  eliminated. 

Programmatic  Impact 

Elimination  of  these  projects  will  curtail  local  community  efforts  to  improve, 
economic  conditions  and  to  increase  the  local  tax  base.  In  FY  80,  16  communities 
were  approved  for  direct  grants  or  loans. 
Estimated  Fiscal  Impact  on  Local  Governments 

Actual  or  Anticipated  Funding 
FFY  80    FFY  81    FFY_82    FFY  83   Net  Impact 

Total  Regular        $2,945,900   $198,750   $  -0-    $  -0-    ($8,638,950) 
Programs* 

*  Does  not  include  grants  to  tribal  organizations  totalling  $861,667  in 
FFY  80  and  $50,000  in  FFY  81. 


2-7 


Fanners  Home  Administration  Loans: 


Water,  Sewer  and  Other  Community  Facilities 

Description  of  Programs 

The  Farmers  Home  Administration  (FmHA)  has  provided  loans  to  communities  for 
construction  of  water  and  sewer  systems  and  for  construction  of  other  community 
facilities  such  as  hospitals  and  fire  stations.  Grants  and  5%  loans  have  been  avail- 
able to  eligible  communities. 

Description  of  Program  Changes/Budget  Reductions 

The  new  legislation  restricts  the  5%  loan  to  communities  which  cannot  obtain 
credit  elsewhere,  which  have  a  certifiable  health  problem  to  be  corrected  by  facil- 
ities construction  arid  which  have  a  median  income  of  less  than  $8,450  per  community 
family.  If  all  these  conditions  cannot  be  met,  the  loan  will  be  available  at  the 
quarterly  interest  rate  as  determined  by  the  current  bond  rate  (October  1,  1981  = 
12%%).  Fiscal  year  1982  funding  for  the  water  and  sewer  loan  program  is  anticipated 
to  be  50%  of  the  FFY  81  funding  level.  The  funding  level  for  the  grant  program  is 
anticipated  to  be  from  50%-75%  of  the  FFY  81  level.  However,  if  the  grant  program 
becomes  restricted  by  requiring  that  75%  of  the  grant  allocation  for  each  state  go 
to  low-income  communities,  the  current  formula  for  determining  eligibility  would 
result  in  less  than  50%  of  Montana's  FY  81  grant  allocation  being  received  in  FY  82. 

Programmatic  Impact 

Eleven  communities  in  Montana  received  FmHA  water  and  sewer  loans  in  FY  81  and 
four  of  those  communities  also  received  grants.  Four  communities  received  Other 
Community  Facility  loans  for  construction  of  hospitals,  medical  facilities  and  fire 
stations.  It  is  likely  that  tighter  eligibility  for  5%  loans  will  decrease  community 
participation  in  these  programs.  Needed  water  and  sewer  facilities  construction  will 
be  postponed  or  financed  at  considerably  higher  cost  to  the  community. 

Estimated  Fiscal  Impact  on  Local  Government 

Actual  or  Anticipated  Funding  FY  oo 


FmHA  Loans/Grants 

Water  and  Sewer 
Loans 
Grants 

Other  Community 
Facilities 
Total 


FY  81 


FY  82 


$3,700,000 
1,000,000 


1,100,000 
$5,800,000 


$1,850,000 
500,000* 
250,000** 

550,000 
$2,900,000* 
$2,650,000** 


Net  Impact    FY  83 


($1,850,000) 
(   500,000)* 
(   750,000)** 


unknown 
unknown 


(  550,000)  unknown 
($2,900,000)*  unknown 
($3,150,000)** 


*  Assuming  a  50%  reduction  of  grant  funding. 
**  Assuming  a  75%  reduction  of  grant  funding. 
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EDUCATION 

It  is  anticipated  that  two  federal  legislative  actions  will  have  a  major  impact 
on  school  districts  within  local  governmental  jurisdictions.  Reduction  of  P.L.  874 
funding  and  change  of  entitlement  criteria  will  affect  the  133  potential  entitlement 
area  schools  in  Montana. 

Creation  of  an  Elementary  and  Secondary  Education  Block  Grant  through  consoli- 
dation of  42  categorical  programs  has  been  anticipated  to  result  in  an  approximate 
$1  million  increase  in  funding  to  Montana's  Local  Education  Agencies  (LEA's).  How- 
ever, some  attachments  to  the  Omnibus  Reconciliation  Act  may  affect  funding  of  some 
educational  programs.  Specific  data  were  not  supplied  for  this  report. 

A  summary  of  the  impact  of  P.L.  874  allocation  proposals  is  presented  on  the 
following  pages. 
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School  Assistance  for  Federally  Affected  Areas 

P.L.  874 

Description  of  Program 

This  impact  aid  program  provides  payment  for  maintenance  and  operations  to 
school  districts  based  on  the  presence  of  nontaxable  federal  property  in  the  school 
district  which  is  providing  primary  and  secondary  education  to  military  dependents, 
Indian  children,  and  children  in  low  rent  public  housing.  The  aid  level  is  deter- 
mined on  the  basis  of  whether  the  children's  parents  both  live  and  work  on  federal 
property  (A  students)  or  either  work  or  live  on  federal  property  (B  students). 

Description  of  Program  Changes/Budget  Reduction  ■ 

There  are  three  different  proposals  being  considered  by  Congress  and  the  Reagan 
Administration  to  determine  the  basis  for  allocation  of  funding  for  P.L.  874  for 
FFY  82.  The  House  and  the  Senate  versions  both  include  funding  for  entitlement  areas 
for  both  A  and  B  students  in  varying  amounts.  The  Reagan  Administration,  in  order 
to  accomplish  an  additional  12%  budget  reduction,  proposes  to  fund  only  entitlement 
areas  with  20%  or  more  total  enrollment  of  A  students,  thereby  eliminating  payments 
for  B  students  and  for  A  students  if  they  constitute  less  than  20%  of  the  entitle- 
ment area's  student  population.  The  Congressional  proposals  are  summarized  below. 

House  Version Senate  Version 

A  Students  -  Paid  at  85%  FY  81  payment   A  Students  -  Paid  at  95%  FY  81:  payment 

B  Students  -  Paid  at  75%  FY  81  payment   B  Students  -  If  total  enrollment  15% 
if  20%  or  more  of  enroll.  or  more,  with  A  students 

B  Students  -  Paid  at  45%  FY  81  payment  l*}f?n  m^rfn   r' 

if  less  than  20%  enroll.  Pald  2?'35/o  of  FY  81  £ 

payment 

No  payment  if  total  entitlement  is      No  payment  if  B  students  represent 

less  than  $5,000.  less  than  15%  total  enrollment. 

The  Reagan  proposal  would  pay  at  80%  of  the  FY  81  payment  only  if  20%  or  more  of  the 
total  enrollment  are  A  students. 

Programmatic  Impact 

The  school  districts  that  depend  on  this  support  will  either  have  to  cut  pro- 
grams or  increase  local  levies  to  maintain  current-level  services.  It  is  assumed 
that  a  disparate  impact  will  be  experienced  by  Great  Falls  and  by  schools  serving 
Indian  populations. 
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Esimtated  Fiscal  Impact  on  Local  Government 

The  specific  impact  will  be  felt  by  school  districts  within  local  governmental 
jurisdictions.  The  total  loss  will  be  experienced  by  the  133  potential  entitlement 
area  schools  in  Montana.  The  total  losses  are  summarized  by  Congressional  and  Ad- 
ministrative proposal  below.  State  fiscal  year  1982  is  presented.  Fiscal  year  83 
impact  is  unknown.  Actual  or  Anticipated  Funding 

Initial    Post  Rescission 
FY  81         FY  81         FY  82    Net  Impact 

House  Version       $14,233,372   $10,675,029      $8,767,827   ($9,023,888) 

Senate  Version      14,233,372    10,675,029      9,581,166   (  8,210,549) 

Reagan  Version       14,233,372    10,675,029      6,865,988   (10,925,727) 


2-11 


ENERGY  AND  ENVIRONMENTAL  MANAGEMENT 

Energy  Conservation  programs,  EPA  Wastewater  treatment  construction  grants 
(Section  201),  Land  and  Water  Conservation  Fund  (LWCF)  projects,  and  two  Youth 
Conservation  Programs  are  being  either  eliminated,  significantly  reformed  or 
funded  at  a  lower  level.  The  changes  will  seriously  affect  technical  assistance 
services  to  local  governments  from  State  agencies  and  subsidization  of  construc- 
tion of  pollution  control  facilities.  Federal  subsidization  of  outdoor  recrea- 
tional projects  will  be  reduced  and  conservation/youth  employment  projects  elim- 
inated. 

The  following  table  presents  a  summary  of  estimated  fiscal  impact  on  local 
governments  in  terms  of  funding  losses.  The  following  pages  contain  summaries 
of  the  programs  involved. 


Energy  Conservation 
Programs 

EPA  Wastewater  Treat- 
ment (Section  201) 

LWCF 

208  Non-point 
YCC/YACC 


Net  Losses  in  Fiscal  Year  of  Impact 


FY  81 


FY  82 


$  -0- 


($    80,155) 


($8,469,818)  ($  4,495,000)* 
($13,895,000)** 

($  156,277)  ($   710,207)*** 
($  1,210,491)**** 

($   117,810) 


-0- 
■0- 


($   238,101) 


FY  83 

Minimum 
Total 

unknown 

($   80,155) 

unknown 

($12,964,818)* 
($22,364,828)** 

unknonw 

($   710,207)*** 
($  1,210,491)**** 

($117,810) 

($   235,620) 

($238,101)  ($   476,202) 


*  Assuming  states  allocation  formula  remains  unchanged. 

**  Assuming  states  allocation  formula  changes  to  Reagan  proposal 

***  Assuming  Congress  appropriates  $100  million  nationally. 

****  Assuming  no  funding  in  FFY  82. 
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Energy  Conservation  Programs 
Description  of  Programs 

The  U.S.  Department  of  Energy  (DOE)  funds  a  variety  of  energy  conservation 
programs ,  two  of  which  in  Montana  include  grants  to  local  governments.  The  Energy 
Extension  Service  (EES)  provides  grants  to  local  governments  for  development  and 
implementation  of  energy  management  plans.  The  Institutional  Conservation  Program 
(ICP),  referred  to  in  Montana  as  the  Institutional  Buildings  Grants  Program,  pro- 
vides 50%  matching  funds  for  energy  audits  and  technical  engineering  analyses  for 
retrofitting  public  buildings. 

Description  of  Program  Changes/Budget  Reduction 

The  Omnibus  Reconciliation  Act  authorizes  $336  million  for  energy  conservation 
grant  programs  in  FFY  82.  Within  that  amount,  low  income  weatherization  grants  are 
limited  to  i  maximum  of  $175  million.  If  appropriations  are  made  on  this  basis,  only 
$161  million  dollars  will  be  available  for  other  programs,  including  the  two  programs 
described  above,  or  approximately  70%  of  FFY  81  funding  for  those  programs. 

Programmatic  Impact 

In  1981,  Billings,  Bozeman,  Butte-Silver  Bow  and  Helena  were  granted  $20,000  each 
for  energy  management  activities  through  the  EES  program  and  each  were  to  receive 
$10,000  followup  grants  in  1982.  Although  the  budget  reduction  would  eliminate  that 
funding,  Montana's  Department  of  Natural  Resources  and  Conservation  is  planning  to  use 
Montana's  allocation  of  an  out-of-court  settlement  relating  to  a  pricing  dispute  be- 
tween an  oil  company  and  the  U.S.  Department  of  Energy  to  fulfill  those  commitments. 
The  ICP  program  support  services  will  be  reduced  and  federal  contracts  for  audits, 
technical  analysis  and  retrofits  will  be  reduced. 

NOTE:  Services  have  been  provided  by  the  State  to  localities  through  use 

of  two  additional  DOE  programs,  the  State  Energy  Conservation  Program 
(SECP)  and  the  Supplemental  State  Energy  Conservation  Program  (SSECP). 
Reductions  in  funding  for  these  two  programs  will  total  approximately 
$76,540  in  FY  82  and  will  reduce  statewide  energy  conservation  efforts. 

Estimated  Fiscal  Impact  on  Local  Governments 

Actual  or  Anticipated  Funding   FY  82 

,  FY  81    FY  82    Net  Impact   FY  83 
EES  funding         $193,400  $135,282   ($58,118)   unknown 

ICP  funding  73,225   52,188   (  22,037)   unknown 

Total         $266,625  $187,470   ($80,155)   unknown 
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EPA  Wastewater  Treatment 
(Clean  Water  Act  Section  201) 

Description  of  Program 

The  EPA  Municipal  Construction  Grant  program  provides  75%  of  the  costs  associ- 
ated with  the  necessary  improvements  or  construction  of  wastewater  treatment  facili- 
ties to  improve  the  quality  of  a  community's  discharged  wastewaters.  If  alternative 
or  innovative  technologies  are  involved,  the  program  provides  85%  of  the  costs.  Com- 
munities submit  proposals  to  the  State  to  compete  for  the  State's  allocation  for  this 
program  according  to  EPA  regulated  criteria. 

Description  of  Program  Changes/Budget  Reductions 

The  national  program's  budget  was  cut  by  $1.6  billion  through  a  rescission  in 
FY  81.  This  represented  a  rescission  of  $8.5  million  of  Montana's  allocation.  The 
Reagan  Administration  has  indicated  that  no  FFY  82  appropriation  will  be  authorized 
without  significant  regulatory  reform  in  the  Grants  program.  If  reforms  are  passed, 
$2.4  billion  may  be  appropriated  nationally.  Some  of  the  reforms  recommended  by 
the  Administration  or  by  Congress  include  reduced  capacity  allowable,  reduced  federal 
share  of  the  costs,  and  reduced  eligibility.  The  allocation  formula  for  appropria- 
tions to  the  states  is  also  in  question.  All  or  any  of  these  reforms  will  have  an 
impact  on  the  amount  of  funding  that  will  become  available  and  on  what  proportion 
of  the  costs  of  a  project  would  be  borne  by  the  community. 

Programmatic  Impact 

Depending  on  the  nature  of  the  regulatory  reform  enacted,  local  governments 
could  be  faced  with  having  to  bear  up  to  100%  of  the  costs  of  financing  municipal 
sewage  facility  construction  or  improvement  instead  of  a  maximum  of  25%  of  those 
costs.  If  the  allocation  formula  for  appropriation  to  states  is  altered  in  accord- 
ance with  the  Reagan  Administration's  proposal,  Montana's  allocation  would  become 
20%  of  h%  of  the  national  appropriation  ($2.4  million)  instead  of  the  current  h% 
of  the  national  appropriation  ($11.8  million).  If  this  is  the  case,  only  one  or 
two  projects  will  be  funded  each  year  and  the  remaining  projects  already  approved 
for  funding  on  a  prioritized  basis  would  have  to  find  alternate  funding.  This 
would  affect  approximately  100  communities  in  Montana  which  have  submitted  proposals 
for  Section  201  funds. 
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Estimated  Fiscal  Impact  on  Local  Governments 

Rescinded  Actual  or  Anticipated  Funding  py  82 

FY  77-FY  81    FY  81      FY  82      Net  Impact    FY  83 
Section  201 
funding       $8,469,818  $16,295,000  $11,800,000*  ($  4,495,000)*  unknown 

2,400,000**  (13,895,000)** 

*  Assuming  states  allocation  formula  remains  unchanged  (h  of  1%). 
**  Assuming  states  allocation  formual  changes  to  Administration 
proposal  (20%  of  %%). 
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Land  and  Water  Conservation  Fund  (LWCF) 

Description  of  Program 

The  Land  and  Water  Conservation  Fund  (LWCF)  was  established  by  Congress  in  1965. 
Using  primarily  off-shore  drilling  receipts,  Congress  makes  annual  appropriations  to 
the  states  for  50/50  cost-shared  outdoor  recreation  projects  sponsored  by  state  and 
local  governments. 

Description  of  Program  Changes/Budget  Reduction 

The  Reagan  Administration  rescinded  all  LWCF  funds  not  encumbered  by  projects 
approved  in  Washington  as  of  February  17,  1981.  In  Montana,  this  amounted  to  approx- 
imately 60%  of  the  total  allocation.  However,  Congress  restored  75%  of  the  rescission. 
The  Reagan  Administration  has  proposed  that  no  funding  be  appropriated  for  LWCF  in  FFY 
82.  Congress  is  considering  an  appropriation  of  $100  million  nationally  for  FFY  82. 
The  prospects  for  FFY  83  are  unknown. 


Programmatic  Impact 

Although  local  governments  have  had  to  match  doll ar-for-dollar  the  funding  from 
LWCF,  the  Montana  Department  of  Fish,  Wildlife  and  Parks  has  typically  received  re- 
quests from  local  governments  for  twice  as  much  funding  as  has  been  available  in  the 
State's  allocation.  Every  county  in  Montana  has  used  LWCF  funding  over  the  past  16 
years.  Loss  of  the  federal  matching  money  will  mean  curtailment  of  the  development 
of  recreational  facilities  in  Montana  communities. 

Loss  of  $260,000  of  the  Cooney  Dam  repair  project  costs  that  were  anticipated 
from  the  LWCF  may  jeopardize  the  total  project.  Although  this  project  would  not 
involve  direct  local  government  cost,  if  the  dam  reservoir  must  be  drained  for  safety 
reason,  crop  production  in  Carbon  County  would  be  seriously  affected. 

Congressional  restoration  of  75%  of  the  Administration's  rescission  has  meant 
that  only  one  of  the  25  planned  projects  for  FY  81  has  not  been  funded.  Based  on 
the  allocation  anticipated  for  FY  82,  only  about  half  of  the  previous  level  of  local 
project  funding  will  be  available. 

Estimated  Fiscal  Impact  on  Local  Governments 

Actual  or  Anticipated  Funding 


FY  81 


Funding  available 
for  local   projects     $1,054,284 


FY  81  Amt  Post 
Rescission 

$898,007 


FY  82 


Total    $1,054,284   $898,077 


$500,000* 
_0-  ** 

$500,000* 
_0-  ** 


FY  82 
Net  Impact 


FY  83 


($  710,207)*   unknown 
(  1,210,491)**  

($  710,207)*   unknown 
($1,210,491)** 


*  Assuming  Congress  appropriates  $100  million  nationally. 
**  Assuming  the  Reagan  Administration's  proposal  for  no  funding  in  FFY  82. 
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Non-Point  Water  Quality  Program 
(Clean  Water  Act  Section  208) 

Description  of  Program 

The  208  Non-Point  Water  Quality  Program  is  funded  on  a  75/25  federal  to  local 
matching  basis  to  provide  planning  assistance  to  conservation  districts  throughout 
states  and  to  develop  non-point  pollution  source  control  programs  on  a  statewide 
level.  All  59  Conservation  Districts  in  Montana  have  agreed  to  participate  in  the 
208  program.  Seven  Districts  have  local  projects  that  are  in  some  stage  of  com- 
pletion. 

Description  of  Program  Changes/Budget  Reduction 

The  Omnibus  Reconciliation  Act  authorizes  no  funding  for  the  208  program  in 
FFY  82.  The  program  was  scheduled  for  termination  in  FFY  83  and  funding  has  been 
on  a  year-to-year  basis  for  several  years. 

Programmatic  Impact 

The  impact  will  be  experienced  by  Montana's  59  Conservation  Districts  which 
are  composed  of  one  or  several  counties  apiece.  Each  participating  Conservation 
District  has  had  to  provide  25%  matching  to  its  federal  grant.  Elimination  of  the 
program  will  reduce  that  expenditure  but  will  effectively  halt  the  Districts'  non- 
point  water  pollution  control  efforts. 

Estimated  Fiscal  Impact  on  Local  Governments 

Actual  or  Anticipated  Funding       „.   .  , 

FY  81       FY  82       FY  83     Net  Impact 
208  Funds  for  

Districts        $117,810    $  -0-      $  -0-      ($235,620) 
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Youth  Conservation  Corps  (YCC) 
and 
Young  Adult  Conservation  Corps  (YACC) 


Description  of  Programs 

The  Youth  Conservation  Corps  (YCC)  provides  summer  employment  on  public  lands 
and  environmental  training  for  youth  ages  15  to  18  of  all  income  levels.  This  pro- 
gram is  administered  through  contracts  with  local  communities  and  nonprofit  human 
resource  agencies. 

The  Young  Adult  Conservation  Corps  (YACC)  provides  year-round  employment  on 
public  lands  to  unemployed  youth  ages  16  to  23  of  all  income  levels  and  is  admin- 
istered in  the  same  manner  as  the  YCC  program. 

Description  of  Program  Changes/Budget  Reductions 

The  Omnibus  Reconciliation  Act  does  not  authorize  funding  for  either  YCC  or  YACC 
in  FFY  82.  YACC  is  to  be  closed  out  March  31,  1982.  Rescission  of  YCC  funding  for 
FFY  81  was  not  approved  by  Congress. 

Programmatic  Impact 

The  1981  YCC  program  funded  85  enrollees  from  six  communities.  The  YACC  program 
funded  28  enrollees  in  three  communities  in  1981  and  will  fund  15  enrollees  in  two  com- 
munities until  close-out  of  the  program  in  March,  1982.  Elimination  of  these  two  pro- 
grams will  reduce  youth  employment  in  participating  communities  and  will  curtail  im- 
provements to  recreational  areas,  services  to  visitors,  supplemental  timber  manage- 
ment activities,  water  and  soil  conservation  projects,  and  various  other  community 
improvement  projects. 

Estimated  Fiscal  Impact  on  Local  Government 

Biennial 

■  Net  Impact 
($196,000]* 

(  280,202)**. 

($476,202) 

*  Net  impact  does  not  include  the  supplemental  allocation  of  $27,000  to  Montana 
resulting  from  some  states  not  operating  their  programs  in  FFY  81. 

**  Net  impact  does  not  include  the  supplemental  allocation  of  $57,299  to  Montana 
resulting  from  Congressional  deferral  of  FFY  82  funds  to  FFY  81  budgets  to 
cover  the  costs  of  phasing  out  the  program  by  March  31,  1982. 
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Actual 

or 

Anticipated 

Fur 

iding 

YCC  funding 

FY  81 
$125,000 

FY  82 

$       -0- 

FY  83 
$     -0- 

YACC  funding 

197,400 

-0- 

-0- 

Total 

$322,400 

$       -0- 

$     -0- 

HUMAN  RESOURCES 

Elimination  of  subsidized  public  employment  through  the  CETA-PSE  program, 
creation  of  the  Maternal  and  Child  Health  Block  Grant  and  the  Preventive  Health 
Block  Grant  and  changes  in  AFDC  and  Medicaid  eligibility  will  all  affect  local 
governmental  units.  Consolidation  of  health  programs  into  two  block  grants  will 
resulc  in  an  increase  in  statewide  distribution  of  services  with  the  exception  of 
the  loss  of  subsidy  for  purchase  of  emergency  medical  equipment.  To  the  extent 
that  CETA-PSE  positions  subsidized  needed  staff  services  in  cities,  counties  and 
school  districts,  maintenance  of  those  positions  will  require  local  subsidy. 
Changes  in  AFDC  and  Medicaid  eligibility  criteria  have  the  greatest  potential  impact 
on  county  costs. 

The  following  table  summarizes  the  net  fiscal  impact  for  the  block  grants  and 
CETA-PSE  and  shows  the  estimated  maximum  increased  cost  to  counties,  statewide,  of 
the  changes  in  AFDC  and  Medicaid  eligibility  criteria.  Program  summaries  are  pre- 
sented on  the  following  pages. 

Net  Loss  in  Fiscal  Year  of  Impact 

FY  81       FY  82        FY  83     .!:?Net  Impact 
CETA-PSE  ($806,127)   ($2,449,798)   ($2,449,798)  ($  5,705,723) 

MCH  Block  Grant      N/A      Program  begins  $  239,248   $   239,248 

Preventive  Health    ($130,621)   ($  130,621)   ($  522,365)  ($   783,607) 
Block  Grant 

AFDC/Medicaid        N/A       ($4,901,700)*  ($7,476,480)*  ($12,378,180)* 

N/A       ($2,450,850)**  ($3,738,240)**($  6,189,090)** 

*Presents  estimated  maximum  increased  costs  to  counties  if  all  newly  ineligible 

AFDC  recipients  are  eligible  for  County  General  and/or  Medical  Assistance. 
**Assuming  only  half  of  all  newly  ineligible  AFDC  recipients  are  eligible  for 
County  General  and  Medical  Assistance. 
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Comprehensive  Training  and  Employment  Act  (CETA) 
Public  Service  Employment  (PSE) 
(Titles  IIP  and  VI) 

Description  of  Program 

The  PSE  program  had  been  funded  under  both  Titles  IID  and  VI  of  the  CETA. 
Title  IID  funding  provided  employment  and  training  opportunities  for  economically 
disadvantaged  persons.     Title  VI  provided  temporary  employment  for  20%  of  the 
unemployed  when  the  national   rate  of  unemployment  exceeded  4%  and  for  25%  of  the 
unemployed  when  national  unemployment  exceeded  7%.     Jobs  were  subsidized  in  the 
public  and  private  nonprofit  sectors. 

Description  of  Program  Changes/Budget  Reduction 

The  PSE  program  was  eliminated  in  FFY  81. 

Programmatic  Impact 

In  eight  months  of  FFY  81,  32  counties,  36  cities  and  57  school  districts 
received  subsidization  for  positions.     If  those  positions  are  to  be  continued, 
they  must  be  subsidized  locally.     It  is  unknown  at  this  time  how  many  of  the 
former  program  participants  remain  unemployed. 

Estimated  Fiscal  Impact  on  Local  Governments 

Initial   Funding    Post- Rescission  Net  Impact 

FY  81  FY  81  FY  81        Anticipated  Funding        Net  Impact 

FY  82         FY  83 
CETA-PSE 

Titles  IID      $2,449,798  $1,643,671         ($806,127)         $-0-  $-0-  ($5,705,723) 

and  VI 
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Maternal  and  Child  Health  Block  Grant 

Description  of  New  Program 

The  Maternal  and  Child  Health  Block  Grant  has  been  authorized  through  the 
Omnibus  Reconciliation  Act.  The  block  grant  is  designed  to  provide  educational, 
diagnostic  and  counseling  services  to  the  Maternal  and  Child  population  in  an 
effort  to  improve  the  overall  health  of  mothers  and  children  and  to  reduce  the 
infant  mortality  rate.  The  block  grant  includes  the  following  previously  separate 
programs : 

Maternal  and  Child  Health  (MCH) 

Crippled  Children  (CCS) 

Supplemental  Security  Income  for  Disabled  Children  (SSI-DCP) 
*Improved  Pregnancy  Outcome  (IPO) 
*Cleft  Palate 

*Included  in  block  grant  but  funded  via  the  Secretary  of  Health  and  Human  Services, 

The  State's  block  grant  program  will  be  administered  by  the  State  Health  Agency. 
Funds  will  be  distributed  to  counties  based  on  a  formula  considering  number  of  women 
of  child  bearing  age,  number  of  children  0-21  and  rurality.  These  funds  may  be  used 
to  develop  or  maintain  programs  to  promote  the  health  of  mothers  and  children,  but 
may  not  be  used  to  supplant  services  currently  being  offered  with  county  funds. 


Programmatic  Impact 

Effective  July  1, 
eliminated: 


1982,  the  following  categorical  program  projects  will  be 


1) 

2 

3 
4 
5 
6 
7 
8 


Children  &  Youth  Program  -  Helena 
Maternal  &  Infant  Program  -  Billings 
Newborn  Intensive  Care  -  5  hospitals 
Dental  Demonstration  Project  -  Sanders  County 
Adolescent  Pregnancy  Project  -  Kali  spell 
Adolescent  Pregnancy  Project  -  Libby 
Adolescent  Pregnancy  Project  -  Livingston 
Adolescent  Pregnancy  Project  -  Missoula 
Nutrition  Consultant  -  Western  Montana 


FY  81  Funding 
$273,815 

112,000 

15,000 

15,000 

44,705 

6,387 

1,280 
32,621 
22,000 


$522,808 
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The  programs  listed  on  the  previous  page  provided  services  to  approximately 
4,000  persons  in  FY  80.  Counties  may  opt  to  continue  these  services  after  July  1, 
1982  through  county  monies,  block  grant  monies  or  a  combination  of  both.  The  new 
delivery  system  for  MCH  services  will  be  implemented  July  1,  1982. 

Statewide,  the  proposed  budget  reductions  and  impact  on  local  governments  of 
the  Maternal  and  Child  Block  Grant  should  be  minimal.  More  local  governmental  units 
will  be  able  to  participate  in  the  receipt  of  MCH  funds.  These  funds  may  be  used  to 
continue  present  MCH  services  or  begin  new  ones  in  the  counties.  This  will  be  the 
first  time  that  many  of  the  fifty-six  counties  will  be  able  to  participate  in  the 
Maternal  and  Child  Health  Program. 

Estimated  Fiscal  Impact  on  Local  Governments 

Due  to  administrative  actions  already  taken  and  planned  by  Montana's  Department 
of  Health  and  Environmental  Sciences,  the  impact  of  the  14%  reduction  of  federal 
funds  for  three  of  the  programs  previously  funded  separately  will  not  be  felt  until 
SFY  84.  The  following  table  summarizes  the  direct  funding  to  local  areas  and  the 
amount  of  indirect  funding  provided  through  State-support  of  local,  nongovernmental 
services. 

MCH  Funding  FY  82  FY  83  Net  Impact 

Direct  $  789,076  $  879,914  $  90,838 

Indirect  343,643  492,053    148,410 

Total*  $1,132,719  $1,371,967  $239,248 

*  Does  not  include  General  Fund  matching  or  federal  support  for  administrative 
costs  of  the  State  Health  Agency. 
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Preventive  Health  Block  Grant 

Description  of  New  Program 

The  Omnibus  Reconciliation  Act  creates  a  Preventive  Health  Block  Grant  which 
includes  five  previous  categorical  programs: 

Health  Education  Risk  Reduction 
Hypertension  Control 
Fluoridation  Project 
Health  Incentive  Program 
Emergency  Medical  Services  (EMS) 

The  block  grant  will  be  administered  by  the  State  Health  Agency  to  provide  educa- 
tional services,  technical  assistance  to  emergency  care  providers,  screening, 
diagnosis,  referral,  and  foil owup  services  to  benefit  populations  in  Montana  which 
are  at  high  risk  for  disease. 

Programmatic  Impact 

Consolidation  of  the  four  categorical  health  programs  will  create  no  reduction 
of  program  delivery.  In  fact,  an  additional  Health  Incentives  Grant  will  become 
available  in  FY  82  and  FY  83  which  will  increase  services  on  a  statewide  basis.  If 
the  Reagan  Administration's  proposal  for  an  additional  12%  budget  reduction  is  im- 
plemented, the  loss  will  be  absorbed  by  the  Grant  and  current  levels  of  services 
will  be  maintained. 

Elimination  of  EMS  as  a  separate  categorical  program,  reduction  of  its  funding 
and  consolidation  into  the  block  grant  will  reduce  services  in  FY  83.  In  addition, 
new  regulations  within  the  block  grant  will  prohibit  purchase  of  emergency  medical 
equipment  with  EMS  portion  funds.  During  the  categorical  EMS  program  in  Montana, 
all  regions  of  the  State  have  benefitted  from  use  of  those  funds.  The  funds  have 
gone  to  county  governments  to  purchase  such  emergency  equipment  as  ambulances, 
quick  response  units,  and  hospital,  communications  and  extrication  equipment. 

Estimated  Fiscal  Impact  on  Local  Governments 

Fiscal  impact  is  limited  to  the  loss  of  equipment  purchase  funds  because  only 
the  former  equipment  purchase  funds  have  been  provided  directly  to  local  government 
units  and  because  no  services  of  the  health  program  portion  of  the  block  grant  will 

be  reduced.  Actual  or  Anticipated  Funding 

Pre-rescission      FY  81 

FY  81      Post-rescission   FY  82     FY  83  Net  Impact 

EMS  equipment  funds    $522,365       $391,744      $391,744   $  -0-   ($783,607) 
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Welfare  Programs: 
Aid  to  Families  with  Dependent  Children  (AFDC)  and  Medicaid 

Description  of  Program 

AFDC  provides  federal  funds  to  states  on  a  matching  basis  to  pay  cash  welfare 
benefits  to  low-income  families  with  dependent  children.  Counties  pay  approximately 
6%   of  the  costs  of  those  benefits  to  the  recipients  in  their  counties. 

Medicaid  provides  a  proportion  of  each  state's  medical  assistance  programs  for 
the  eligible  needy  including  AFDC  recipients,  the  blind,  disabled  and  aged.  In 
Montana,  the  Medicaid  program  has  provided  65.15%  of  those  costs.  Local  governments 
do  not  share  in  Medicaid  expenses. 

Description  of  Program  Changes/Budget  Reduction 

Eligibility  criteria  for  AFDC  recipients  have  been  restricted  in  such  a  way  that 
both  the  size  of  payments  to  working  recipients  and  the  number  of  recipients  who  will 
be  covered  by  the  program  will  be  decreased.  Loss  of  AFDC  eligibility  also  eliminates 
Medicaid  coverage  for  that  former  recipient. 

The  federal  matching  percent  for  Medicaid  will  be  reduced  to  63.20%  in  FY  82  and 
to  62.73%  in  FY  83.  However,  states  are  to  be  given  increased  flexibility  in  allowable 
procedures  to  reduce  program  costs. 

Programmatic  Impact 

The  federal  action  limiting  AFDC  eligibility  carries  with  it  the  potential  for 
a  substantial  adverse  impact  on  Montana's  counties.  While  a  portion  of  the  individ- 
uals whose  benefits  are  discontinued  will  likely  support  themselves  in  other  ways, 
some  may  continue  to  be  indigent  and  qualify  for  county  general  assistance.  Even  if 
only  a  fraction  of  the  caseload  shifts  to  general  assistance,  the  additional  financial 
burden  on  the  county  tax  base  would  be  substantial.  General  assistance  costs  are  borne 
entirely  by  the  counties.  It  is  estimated  that  approximately  1,650  current  AFDC  cases 
(which  may  iticlude  1  to  5  or  more  individuals  per  case)  may  lose  eligibility  for  both 
AFDC  and  the  associated  Medicaid  coverage  during  the  biennium.  Of  these  1,650  cases, 
a  maximum  of  1,410  cases  could  become  eligible  for  county  general  assistance  and  a 
maximum  of  1,270  could  also  become  eligible  for  county  medical  assistance  (an  estimated 
140  AFDC  cases  of  pregnant  recipients  would  not  lose  their  Medicaid  coverage  even  if 
they  became  ineligible  for  AFDC). 


2-24 


Currently,  SRS  is  updating  the  criteria  for  determining  eligibility  for 
county  general  and  medical  assistance  in  accordance  with  its  mandated  responsi- 
bilities (MCA  Title  53).  The  new  regulations  are  not  expected  to  be  adopted  be- 
fore January,  1982.  It  is  anticipated  that  the  new  regulations  will  provide  more 
specific  criteria  for  eligibility  and  for  payment  amounts. 

Estimated  Fiscal  Impact  on  Local  Governments 

Although  there  is  no  way  available  to  accurately  determine  the  exact  number 
of  former  AFDC/Medicaid  cases  that  will  be  eligible  for  county  general  and/or 
medical  assistance,  a  maximum  statewide  monthly  general  assistance  payment  increase 
can  be  estimated.  In  FY  81,  the  average  monthly  payment  statewide  for  county  general 
assistance  was  $96.  Payments  for  county  medical  assistance  averaged  approximately 
4  times  the  county  general  assistance  payment.  Assuming  that  the  base  case  load 
remains  essentially  the  same  over  the  biennium,  that  the  average  general  assistance 
payment  remains  $96/month/case,  and  that  all  the  formerly  eligible  AFDC/Medicaid 
recipients  become  eligible  for  county  assistance  the  estimated  maximum  impact  is 
presented  below. 

Biennial 

Maximum  Increased  Costs       FY  82*      FY  83*     Net  Impact* 

County  General  Assistance   $1,077,060   $1,624,320   $2,701,380 

County  Medical  Assistance   3,824,640    5,852,160    9,676,800 

Total       $4,901,700    $7,476,480   $12,378,180 

*  Assumes  920  becoming  eligible  for  general  assistance  and  780  becoming 
eligible  for  county  medical  October  1  -  December  31,  1981,  and  a  total 
of  1,410  eligible  for  general  assistance  and  1,270  for  County  medical 
January  1,  1982,  through  the  biennium. 

Assuming  that  only  half  of  the  AFDC/Medicaid  ineligible  cases  transfer  to  county 
assistance,  the  impact  of  increased  costs  would  be  as  follows: 

Biennial 
Maximum  Increased  Costs       FY  82**      FY  83**    Net  Impact** 

County  General  Assistance   $  538,530   $  812,160   $1,350,690 

County  Medical  Assistance    1,912,320    2,926,080    4,838,400 

Total       $2,450,850    $3,738,240    $6,189,090 

**  Assumes  one  half  of  the  caseload  of  the  immediately  preceeding  table. 
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TRANSPORTATION 

Potential  legislative  changes  in  the  Federal -aid  Highway  Program  will  affect 
the  future  of  federal  subsidization  of  urban  and  secondary  highway  systems  and  100 
projects  in  Montana.  Reductions  in  the  proportion  of  operating  costs  of  urban  and 
rural  transit  systems  subsidized  by  the  Urban  Mass  Transportation  Act  funds  will 
affect  five  cities,  four  counties  and  an  Indian  Reservation  in  Montana. 

The  following  table  summarizes  the  impact  of  changes  in  transportation  legis- 
lation on  Montana.  Because  funding  authority  is  obligated  in  federal  fiscal  years 
during  which  these  funds  may  not  actually  be  expended,  the  Federal -aid  Highway 
Program  impact  is  presented  in  federal  fiscal  years.  Summaries  of  both  transporta- 
tion programs  follow. 

Funds  Obligated  to  Montana      FFY  81      FFY  82      FFY  83    Net  Impact 
Federal-aid  Highway  N/A     ($3,594,177)  ($6,415,677)  ($10,009,854) 

FY  81       FY  82       FY  83     Net  Impact 
UMTA  Operating  Subsidies        N/A     ($  150,000)  ($  573,000)  ($   723,000) 
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Federal  Highway  Construction: 
Urban  and  Secondary  Programs 


Description  of  Programs 


The  Federal -aid  Highway  Program  has  provided  obligations  of  federal  funds 
to  support  construction  and  maintenance  of  both  urban  and  secondary  systems  in 
addition  to  supporting  primary  systems,  the  Interstate  system,  bridge  replacement, 
forest  highways,  planning  research  and  emergency  relief.     The  current  law  expires 

September  30,  1982. 

Description  of  Program  Changes/Budget  Reduction 

The  Reagan  Administration  proposed  to  eliminate  both  the  urban  and  secondary 
programs.     The  Omnibus  Reconciliation  Act  imposed  a  restriction  on  obligations  for 
the  current  total   program  in  the  amount  of  $8.2  billion  for  FFY  82.     Congress  is 
considering  new  Federal-aid  Highway  legislation  that  will  determine  the  future  of 
federal  funding  for  both  urban  and  secondary  programs.     It  is  anticipated  that  the 
legislation  will  reduce  the  federal  share  of  costs  from  75%  to  50%  for  both  programs. 
The  increased  matching  requirement  will   have  to  be  provided  from  the  State  Highway 
Fund  because  current  State  law  requires  all   federal  aid  to  be  matched  with  State  funds, 

Programmatic  Impact 

Although  Federal-aid  Highway  monies  are  not  received  or  administered  by  local 
govermental  units,  the  reduction  of  federal  money  available  will   impact  local 
governmental   units  which  select  the  projects  they  wish  completed  within  their  juris- 
dictions.    Prior  to  the  notice  of  the  reduction  in  Urban  Program  funding,  the  Depart- 
ment of  Highways  had  42  urban  and  58  secondary  projects  planned  for  the  next  five 
years.     Funding  limitations  on  obligation  authority  could  reduce  the  number  of 
projects  that  will  actually  be  constructed  by  as  much  as  50%. 

Estimated  Fiscal   Impact  on  Local   Governments 

Actual  or  Anticipated  Funding  D.       .   , 

E ■ a  Biennial 

Funds  Obligated  to  Montana  FFY  81*  FFY  82* FFY  83*       Net  Impact 

Secondary  Program  $10,634,499  $8,111,000     $6,083,250  ($7,074,748) 

Urban  Program  4,245,678  3,175,000      2,381,250  (  2,935,106) 

Total  $14,880,177  $11,286,000  $8,464,500  ($10,009,854) 


'.'.- 


Funding  authority  is  obligated  in  federal   fiscal  years.     Obligated  funds  are  not 
necessarily  expended  in  that  fiscal  year.     Therefore,  State  fiscal  years  are  not 

presented. 
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Urban  Mass  Transportation  Act  (UMTA) 
(Section  5  and  Section  18) 

Description  of  Programs 

Section  5  of  the  UMTA  of  1974  provides  transit  assistance  formula  grants  to 
urbanized  areas  in  the  form  of  80%  capital  and  50%  operating  subsidies  to  Billings 
and  Great  Falls  for  local  transit  service. 

Section  18  provides  grants  to  small  cities  and  rural  areas  to  subsidize  80% 
capital  and  50%  operating  costs  of  local  transit  systems.  Section  18  currently 
provides  50%  annual  operating  subsidies  to  the  cities  of  Missoula,  Butte,  Helena, 
and  to  Garfield,  Valley,  Yellowstone,  and  Powder  River  Counties  and  to  the  Fort 
Peck  Indian  Reservation. 

Description  of  Program  Changes/Budget  Reduction 

A  four-year  phase-out  o-f  the  federal  subsidy  to  local  transit  has  been  pro- 
posed by  the  Reagan  Administration  beginning  with  a  62%  reduction  in  FFY  83  and 
total  elimination  by  FFY  85.  Section  18  may  not  be  included  in  the  phase-out,  but 
this  is  not  certain.  Section  18  reductions  may  be  limited  to  state  administration 
costs  or  bus  purchase,  neither  of  which  would  affect  local  operating  subsidies. 

Programmatic  Impact 

If  both  programs  are  phased  out  as  planned,  the  local  costs  of  providing  transit 
service  in  Billings  and  Great  Falls  would  double,  requiring  increased  fares,  reduced 
service  or  increased  local  subsidy.  Elimination  of  the  Section  18  program  will  also 
double  the  local  costs  of  operations  in  the  participating  communities  and  counties. 
In  addition,  because  several  smaller  communities  use  Section  18-funded  transportation 
to  supplement  various  social  service  funding  requirements  for  elderly  and  handicapped 
services,  this  program  closure  could  increase  costs  to  those  programs. 

Estimated  Fiscal  Impact  on  Local  Governments 

Actual  or  Anticipated  Funding    Biennial 

FY  81       FY  82     FY  83  Ne^jffifW 

Section  5  funding   $1,000,000  $  900,000  $616,000  ($484,000) 

Section  18  funding     500,000    450,000   311,000  (  23-9,000) 

Total     $1,500,000  $1,350,000  $927,000  ($723,000) 
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OTHER  SHARED  REVENUES 

The  Payments  in  Lieu  of  Taxes  (PUT)  and  General  Revenue  Sharing  programs 
are  subject  to  a  60%  and  12%  reduction  in  national  appropriations,  respectively. 
Changes  in  the  PILT  entitlement  formula  have  also  been  proposed  by  the  Reagan 
Administration  in  an  effort  to  compensate  for  variability  among  recipient 
states  in  whether  or  not  payments  are  distributed  to  localities  within  the 
state. 

The  following  table  summarizes  the  estimated  fiscal  impact  on  local  govern- 
ment of  implementation  of  budget  reductions  and  regulatory  reform  of  those  pro- 
grams. Individual  program  summaries  appear  on  the  following  pages. 

Net  Loss  in  Fiscal  Year  of  Impact 

Minimum 
Payments  FY  81       FY  82      FY  83     Net  Impact 

PILT  $  -0-     ($  4,984,869)  unknown    ($4,984,869) 

Revenue  Sharing       -0-     ($  1,067,145)  unknown    (  1,067,145) 
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Payment  in  Lieu  of  Taxes  (PUT) 

Description  of  Program 

The  PILT  Act  (P.L.  94-565)  was  passed  in  1976  with  the  intent  of  compensating 
local  units  of  government  for  tax  revenues  foregone  due  to  the  existence  of  certain 
types  of  federal  land  within  the  local  taxing  jurisdiction.  Federal  payments  to 
counties  provide  that  each  county  will  receive  an  additional  10<£  per  federally  owned 
acre  over  the  combined  payment  under  all  payment  programs,  or  75$  per  acre,  which- 
ever is  greater.  There  are  over  27  million  entitlement  acres  in  Montana  which  gen- 
erated $7.6  million  in  PILT  payments  in  FY  81.  Payments  to  counties  ranged  from 
$150  in  Daniels  County  to  $699,024  in  Lewis  and  Clark  County. 

Description  of  Program  Change/Budget  Reduction 

The  Reagan  Administration  is  proposing  a  60%  reduction  of  FY  81  funding  for 
this  entitlement  program  to  $44.4  million  in  FY  82.  In  addition,  an  adjustment 
to  the  entitlement  formula  has  been  proposed  that  will  take  into  account  the  pro- 
portion of  entitlement  acreage  in  the  State  to  the  entitlement  acreage  in  the 
county  being  paid  when  computing  disallowances  due  to  other  federal  land  payments. 

Programmatic  Impact 

The  formula  change  adversely  affects  counties  with  large  acreage  and  low  pay- 
ments from  other  federal  land  programs.  For  example,  the  five  counties  that  re- 
ceived the  largest  PILT  payments  in  FY  81  would  receive  an  average  83%  reduction 
in  their  payments  in  FY  82. 

Estimated  Fiscal  Impact  on  Local  Governments 

Actual  or  Anticipated  Funding      Minimum 
FY  81       FY  82      FY  83    Net  Impact 

PILT  payments       $7,698,377   $2,713,508    unknown    ($4,984,869) 
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Revenue  Sharing 
(P.L.  92-512) 


Description  of  Program 


An  annual  national  entitlement  appropriation  is  made  for  the  General  Revenue 
Sharing  program.  Allocations  are  made  quarterly  on  the  basis  of  a  distribution 
formula  which  includes  consideration  of  population,  per  capita  income  and  local 
tax  effort  per  locality.  The  tribal  unit  share  is  deducted  from  the  correspond- 
ing county  share  and  the  remainder  is  distributed  to  the  county  and  its  cities. 
The  total  amount  paid  to  a  locality  may  not  exceed  50%  of  the  total  taxes  and 
intergovernmental  transfers  to  that  locality. 

Description  of  Program  Changes/Budget  Reduction 

No  program  change  has  been  proposed.  However,  the  Reagan  Administration 
has  called  for  a  12%  reduction  in  the  national  appropriation. 

Programmatic  Impact 

Implementation  of  the  national ' 12%  reduction  would  create  a  12%  reduction 
of  payments  to  localities  during  six  months  of  FY  82. 

Estimated  Fiscal  Impact  on  Local  Governments 

Actual  or  Anticipated  Funding  Minimum 

FY  81  FY  82  FY  83  Net  Impact 

Revenue  Sharing 
payments  $17,785,755    $16,718,610      unknown         ($1,067,145) 


r" 


2-31 


FISCAL  IMPACT  OF   1981   LEGISLATION 

MONTANA  COUNTIES,  CITIES  AND  TOWNS 

1983  BIENNIUM 


Prepared  by: 


Don  Oooley,  Assistant  Administrator 
LocafGovernment  Services  Division 
Department  of  Administration 


CONTENTS 

INTRODUCTION  3-1 

SUMMARY  TABLE  3r2 

SCHEDULE  1  -  Tax  Revenue  Impacts  of  1981  Legislation  3-3 

Livestock,  Poultry,  etc.  3r4 

Railroad  Property  3-5 

Oil  and  Gas  Production  3-6 

Agricultural  Machinery  3-7 

Business  Inventories  3-8 
SCHEDULE  2  -  Non-Tax  Revenue  and  Expenditure  Impacts  of  1981 

Legislation  3-9 

Sheriff  Fees  3-10 

County  Clerk  and  Recorders'   Fees  3-11 

Solid  Waste  Management  Capital  Equipment  3-12 

Traffic  Education  Account  3-13 

Crime  Victims'  Compensation  Program  3-14 

Financial  Assistance  to  District  Courts  3-15 

District  Court  Reporter's  Salary  3-16 

Permissive  County  Road  Levy  3-17 

County  Officials'  Salaries  3-18 

Firefighters'   Retirement  System  3-19 

LEGISLATION  WITH  NON-QUANTIFIABLE  FISCAL  IMPACT  3-20 

Tax  Incentives  for  Industry  3-20 

Tax  Incentives  for  Buildings  and  Structures  3-20 

Tax  Exemption  for  Community  Service  Organizations  3-21 

Hard- Rock  Mining  Impact  Board  3-21 

Rollback  Tax  on  Agricultural  Land  3-21 

Interest  on  Delinquent  Property  Taxes  3-22 


3-1 


INTRODUCTION 

The  last  legislative  session  saw  several  measures  passed  into  law  affecting 
local  governments  which  either  impact  their  tax  base,  non-tax  revenues 
or  mandatory  expenditure  levels.     This  report  is  divided  into  the  following 
groups  of  legislation: 

1)  Laws  affecting  tax  base 

2)  Laws  affecting  non-tax  revenues  and  expenditure  levels 

3)  Laws  which  are  non-quantifiable. 

Each  section  of  the  report  has  a  summary  table  which  shows  the  impact 
of  each  piece  of  legislation  by  Fiscal  Year  and  whether  it  affects  cities 
or  counties.     Following  the  summary  tables  detailed  information  including 
base  data  and  assumptions  for  each  law  are  provided. 

A  total  impact  table  is  provided  which  combines  the  affects  of  all  laws. 
Please  note  that  a  major  law,  Chapter  525,  which  deals  with  taxable 
value  of  oil  and  gas,  affects  only  6-10  counties  and,  therefore,  is  no_t 
included  in  the  summary  totals. 
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FISCAL  IMPACT  OF  1981  LEGISLATION 

MONTANA  COUNTIES,  CITIES  AND  TOWNS 
1983  BlENNlOM 


COUNTIES 


FY  1982 


FY  1983 


TOTAL 
BIENNIUM 


REVENUE  IMPACTS:  

Tax  Revenues  -  * 

Schedule  1      $(4,027,075.)  $(4,731,069)  $(8,758,144.) 
Non-Tax  Revenues  - 

Schedule  2  2,064,607     2,869,061     4,933,668 


CITIES/TOWNS 


FY  1982 


TOTAL 
FY  1983   BIENNIUM 


$(281,058)  $005,517)  $(586,575) 
384,875    484,000    868,875 


Total 


$  (1,962,468)  $(  1,862,008)  $(  3,824,476)    $  103,817  $  178,483  $  282,300 


Less: 
Increased  Expenditure  Impacts  - 
Schedule  2 


$  7,352,42b.   $_^rQi4,644   $  14,367,072 
Net  Impact    $(  9,314,896)  $(  8,876,652)  $(18,191,548) 


$  2,18,786  $  436 , 851   $  S5X&22 
$(114,969)  $(258,368)  $(373,337) 


*  Tax  Revenue  impact  does  not  include  effects  of  Chapter  525  oil  and  gas  deduction 
allowances.   See  525  for  details. 
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SCHEDULE  1 

TAX  REVENUE  IMPACTS  OF  1981 

LEGISLATION 

MONTANA  COUNTIES,  CITIES  AND  TOWNS 

1983  BIENNIUM 

(Figures  represent  dollars  of  taxable 

valuation) 

Livestock 
Poultry,  etc. 

Railroad      Oil  and  Gas    Agriculture 
Property      Production     Machinery 

Business 
Inventories 

5 
Average 

Tax  Revenue 

Chapter  No.s 

330 

3671          5252         578 

613 

Total  6 

Mill  Levy  (est 

)    Impact 

COUNTIES- 
Fiscal  Year  1982 
Fiscal  Year  1983 

$(46,145,350) 

(50,759,886 

$(96,905,235) 

$  (8,295,000)  $  (106,700,000)  $(16,000,000) 

(8,295,000)   (275,000,000)  (16,800,000) 

$  (16.590,000)  $  (381,700,000)  $(32,800,000) 

$ 

-0-4 

$  (  70,440,350) 

(  75,854,886 

$  (146,295,236) 

57.17  mills 
62.37  mills 

$  (  4,027,075) 

(  4,731,069) 

$  (  8,758,144) 

Biennial  Total 

T 

-0- 

CITIES/TOWNS; 
Fiscal  Year  1982 
Fiscal  Year  1983 

$ 

$  (3,555,000)  $            $ 
(3,555,000) 

$ 

-0-4 

$  (  3.555.000) 

(  3,555,000) 

$  (  7,110,000) 

79.06  mills 
85.94  mills 

$  (   281,058) 

(   305,517) 

$  (   586,575) 

Biennial  Total 

$ 

$  (7,110,000)  $            $ 

Footnotes : 


1. 
2. 
3. 
4. 

5. 
6. 


Figures  do  not  include  potential  impact  from  settlement  of  the  1980  Burlington  Northern  Railroad  lawsuit  against  the  Montana  Department  of  Revenue. 

Applies  to  oil-producing  counties  only  -  represents  reduced  rate  of  valuation  growth  as  opposed  to  decrease  in  valuation  base.  Not  included  in  total, 

Impacts  fiscal  1984  as  follows:  Counties  $(14,618,028),  Cities/Towns  $(21 ,049,524) 

Even  though  business  inventories  will  be  included  in  the  FY  1983  tax  base,  governments  will  experience  cash  shortfalls  between  March  and 

June,  1983  (see  detail  on  chapter  613) 

Actual  average  1981  mill  levies  adjusted  using  5-year  trend 

Total  does  not  include  impact  of  Chapter  525  reductions 


Chapter 
No. 


Bill 
No. 


Chief 
Sponsor 


Effective 
Date 


Date  Signed 
by  Governor 


330 


SB  47 


Severson 


4/11/81 


4/11/81 


SUMMARY  OF  PROVISIONS: 

Removes  livestock,  poultry,  and  the  unprocessed  products  of  both  from  class  seven 
and  places  them  in  class  six  for  purposes  of  property  taxation. 


FISCAL  IMPACT; 

Class  7  property  is  taxed  at  an  8%  rate. 

Class  6  property  is  taxed  at  a  4%  rate. 

The  1980  assessed  valuation  of  livestock,  poultry,  and  the  unprocessed  products  of 
both  was  $1,048,757,970. 

Assume  a  10%  increase  in  valuation  for  each  year  of  the  biennium. 


Taxable  Valuation  -  Old 
Taxable  Valuation  -  New 

County  Decrease 


FY  1982 

$  92,290,701- 
46,145,350 


FY  1983 

$101,519,771 
50,759,885 


$(46,145,351)    $(50,759,886) 
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Chapter  330 


Chapter          Bill          Chief          Effective  Date  Signed 

No- No. Sponsor Date by  Governor 

367  HB  92        Asay  4/14/81  4/14/81 

By  request  of  the  Department  of  Revenue 


SUMMARY  OF  PROVISIONS: 

Permits  the  Department  of  Revenue  to  modify  the  percentage  multiplier  used  in 
converting  the  market  value  of  railroad  property  to  taxable  value  in  order  to 
achieve  compliance  with  the  requirements  of  the  Federal  Railroad  Revitalization 
and  Regulatory  Reform  Act  and  provides  an  applicability  date.   Statement  of 
Intent  attached. 


FISCAL  IMPACT: 

The  Burlington  Northern  Railroad  has  sued  the  Montana  Department  of  Revenue  in  both 
1979  and  1980,  alleging  that  its  property  in  Montana  was  taxed  at  a  higher  rate  than 
other  commercial  properties  in  violation  of  the  provisions  of  the  federal  Railroad 
Revitalization  and  Regulatory  Reform  Act.   The  1979  suit  was  settled  by  a  federal 
court  order  requiring  the  state  to  use  a  tax  classification  factor  of  10.5%  in- 
stead of  the  15%  factor  set  by  Montana  law.   Following  the  court  decision,  Montana 
county  treasurers  refunded  $1.1  million  in  protested  BN  taxes,  which  represented 
a  loss  of  anticipated  tax  revenue  to  all  taxing  jurisdictions.   Since  the  1980 
BN  suit  is  broader  in  scope  than  in  1979,  it  is  likely  that  local  governments  will 
forego  in  excess  of  $1.1  million  in  anticipated  tax  revenue  during  FY  1982. 

House  Bill  No.  92  gives  the  Department  of  Revenue  flexibility  in  setting  the  per- 
centage multiplier  used  to  convert  the  market  value  of  railroad  property  to  taxable 
value.   As  of  this  writing,  the  Department  had  made  no  decision  as  to  the  mulitplier 
to  be  used. 

For  the  purpose  of  this  study,  it  is  assumed  that  the  Department  of  Revenue  will 
continue  to  utilize  the  15%  multiplier  for  calendar  1981  and  1982,  and  that  sub- 
sequent court  action  will  reduce  this  multiplier  to  10.5%  for  each  year.   It  is 
further  assumed  that  the  market  value  of  railroad  property  will  remain  at  its  1980 
level  of  $263.4  million  throughout  the  biennium. 

The  approximate  ratio  between  county  and  city/town  railroad  property  valuation  is 
70%/30%. 

FY  1982  FY  1983 


R/R  taxable  value  at  15%  $  39,510,000  $  39,510,000 

R/R  taxable  value  at  10.5%  27,660,000         27,660,000 

Total  decrease  in  taxable  value  $(11,850,000)  $(11,850,000) 

County  decrease  (70%)  $  (8,295,000)  $  (8,295,000) 

City/Town  decrease  (30%)  $  (3,555,000)  $  (3,555,000) 


Chapter  367 
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Chapter         Bill         Chief         Effective 


Date  Signed 


-^ N°: Sponsor Date by  Governor 

525  SB  200        Lee  4/29/81  4/29/81 


SUMMARY  OF  PROVISIONS: 


Allows  oil  and  gas  companies  to  deduct  federal  excise  taxes  (25%  of  gross)  from  their 
State  net  proceeds  tax.   The  effect  is  to  reduce  the  taxable  valuation  of  the  oil 
and  gas  produced.   It  applies  to  tax  years  after  December  31,  1979. 


FISCAL  IMPACT: 


Estimated  value  of  oil  and  gas  production: 


Taxable  Year  1981      $   677,323,943 
Taxable  Year  1982      $1,100,000,000 

Net  value,  including  royalties,  is  estimated  to  be  71%  of  gross  value  for  each 
taxable  year. 

Federal  excise  taxes  are  estimated  at  25%  of  gross  value. 


FY  1982         FY  1983 


Estimated  taxable  valuation: 

No  excise  tax  deduction  $  480,900,000  $  784,000,000 

With  excise  tax  deduction  374,200,000  508,000,000 

Unrealized  county  taxable  valuations  $(106,700,000)  $(276,000,000) 


Chapter  525 
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Chapter          Bill          Chief          Effective  Date  Signed 

No. No. Sponsor Date by  Governor 

578  SB  126        Severson         10/1/81  5/1/81 


SUMMARY  OF  PROVISIONS: 

Specifies  the  basis  for  assessing  agricultural  machinery,  trucks,  and  other  motor 
vehicles. 


FISCAL  IMPACT: 

This  bill  requires  that  the  Department  of  Revenue  use  nationally-established 
"average  wholesale  values"  in  lieu  of  average  retail  values  when  assessing 
certain  types  of  agricultural  machinery.   The  Department  of  Revenue  estimates 
that  the  average  trade-in,  or  wholesale  price  of  the  property  affected  is  80% 
of  the  average  retail  value  used  in  the  past. 

The  total  taxable  value  of  the  property  affected  is  estimated  to  be  $80  million 
for  calendar  1981  and  $84  million  for  calendar  1982. 


FY  1982  FY  1983 


Decrease  in  County  taxable  valuation    $(16,000,000)     $(16,800,000) 


3_7  Chapter  578 


Chapter          Bill          Chief          Effective  Date  Signed 

No. No. Sponsor Date by  Governor 

613  SB  283        Elliott  5/7/81  5/7/81 


SUMMARY  OF  PROVISIONS: 

Exempts  business  inventories  from  taxation;  and  provides  tax  credits  for  business 
inventory  taxes  paid  prior  to  exemptions. 


FISCAL  IMPACT; 

Effective  January  1,  1983,  the  taxable  valuation  of  business  inventories  will  not 
be  included  in  county  and  city  taxable  valuations. 

In  a  survey  of  County  Assessors,  it  was  learned  that  approximately  50%  of  business 
inventory  taxes  are  assessed  as  personal  property,  the  balance  being  assessed  to- 
gether with  the  real  property  associated  with  the  business  inventory.   The  survey 
also  revealed  that  approximately  40%  of  the  business  inventory  taxes  assessed  as 
personal  property  are  paid  between  March  and  June  of  each  year. 

Due  to  the  timing  of  personal  property  tax  payments,  local  governments  will  ex- 
perience a  cash  shortfall  during  FY  1983  as  a  result  of  this  legislation.   They 
will,  however,  have  to  use  the  full  value  of  their  respective  business  inventory 
valuations  in  the  formulation  of  FY  1983  budgets. 

The  taxable  value  of  business  inventories  for  tax  year  1980  was  $19,490,300  in 
cities/towns  and  $13,535,211  in  counties.  Assume  increase  similar  to  total 
personal  property  taxes  of  4%  per  year. 


FY  1983  FY  1984 


Decrease  in  city/town  taxable  value  *  $(21,049,524) 

Decrease  in  county  taxable  value  *  $(14,618,028) 


Due  to  the  timing  of  receipts  from  business  inventory  taxes  assessed 
as  personal  property,  governments  will  experience  some  indeterminable 
cash  shortfalls  during  FY  1983. 


Chapter  613 
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SCHEDULE  2 

NON-TAX  REVENUE  AND  EXPENDITURE  IMPACTS  OF  1981  LEGISLATION 

MONTANA  COUNTIES,  CITIES  AND  TOWNS 

1983  BIENNIUM 


Chapter  No.s 


NON-TAX  REVENUE  IMPACTS 


Sheriff 
Fees 
174 


Solid 
County    Waste 
Clerk  &   Manage. 
Recorders'  Capital 

Fees    Equip. 

414       482 


Crime 

Traffic  victims'  Financial 

Educa-   Compen-  Assistance 

tion         sation  to  Dist. 

Acct.    Program  Courts    Total 
487     567     465    Revenue 


District  Permissive 
Court   County 
Reporters'  Road 
Salary   Levy. 
316     351  x 


EXPENDITURE  IMPACTS 


County 
Officials' 
Salaries 
518 


COUNTIES : 
Fiscal  Year  1982 
Fiscal  Year  1983 


$211,899  $1,176,083  $  87,500  $164,712  $  49,413  $375,000  $2,064,607 
339,038   1,724,922    87,500   263,539    79,062   375,000   2,869,061 


Biennial  Total     $550,937  $2,901,005  $175,000  $428,251  $128,475  $750,000  $4,933,668 


CITIES/TOWNS : 
Fiscal  Year  1982    $ 
Fiscal  Year  1983 
Biennial  Total    $ 


$  87,500  $228,750  $  68,625  $ 

87,500   305,000    91,500 
$175,000  $533,750  $160,125  $ 


384,875 
484,000 


$   868,875 


$  40,600  $(1,376,349)  $  8,688,147  $ 

82,000   (2,752,697)    9,685,341 
$122,600  $(4,129,046)  $18,373,488  ?~ 


Firefighters' 
Retirement 
System  „   Total 
566    Expenditure 


$  7,352,428 

-   7,014,644 

$14,367,C72 


$  218,786  $    218,786 

435,851     435,851 

$  654,637  $    654,637 


Footnotes : 


1.  Represents  additional  road  fund  levy  (spending)  authority 

2.  Impacts  1st  and  2nd  class  cities  only 


Chapter         Bill         Chief         Effective         Date  Signed 
No.   No. Sponsor Date by  Governor 

174  SB  215        Mazurek  10/1/81  3/30/81 


SUMMARY  OF  PROVISIONS: 

Increases  the  fees  charged  by  the  county  sheriff  for  service  of  certain  documents 
and  provides  a  fee  for  the  holding,  cancellation,  or  postponement  of  a  sheriff's 
sale. 


FISCAL  IMPACT: 

Historical  data  show  that  total  County  Sheriffs'  fees  have  increased  at  an  average 
annual  rate  of  20%. 

County  Sheriffs'  fees  collected  during  FY  1981  were  $188,355. 

Senate  Bill  No.  215  raises  the  base  amount  of  recurring  County  Sheriffs'  fees  by 
an  average  of  125%. 


FY  1982  FY  1983 


County  General  Fund  non-tax  revenue  increase         $211,899  (9  mos.)     $339,038 


Chapter  174 
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Chapter 
No. 


Bill 
No. 


Chief 
Sponsor 


Effective 
Date 


Date  Signed 
by  Governor 


414 


HB  624 


Williams 


10/1/81 


4/17/81 


SUMMARY  OF  PROVISIONS; 

Increases  the  fees  charged  by  the  county  clerks  for  recording,  filing,  and 
copying  services  and  removes  provisions  that  are  outdated. 


FISCAL  IMPACT: 

Historic  data  show  that  total  County  Clerk  and  Recorders '  fees  have  increased  at 
an  average  annual  rate  of  10%. 

County  Clerk  and  Recorders'  fees  collected  during  FY  1981  were  $1,332,296. 

House  Bill  No.  624  raises  the  base  amount  of  recurring  County  Clerk  and  Recorders' 
fees  by  an  average  of  107%. 


FY  1982 


FY  1983 


County  General  Fund  non-tax.  revenue 
increase 


$1,176,083   (9  mos.) 


$1,724,922 
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Chapter  414 


a  -< 


Chapter         Bill         Chief         Effective         Date  Signed 
No. No_. Sponsor Date by  Governor 

482  ,        HB  307        Yardley  10/1/81  4/21/81 

By  request  of  the  Department  of  Health  and 
Environmental  Sciences 


SUMMARY  OF  PROVISIONS; 

Provides  for  grants  of  front-end  implementation  funds  for  solid  waste  management 
capital  equipment. 


FISCAL  IMPACT: 


House  Bill  No.  307  authorized  the  Department  of  Health  and  Environmental  Sciences 
to  provide  front-end  implementation  grants  to  local  governments  for  the  development 
of  solid  waste  management  capital  equipment.   Previously,  the  department  had  no 
such  authority.   As  a  result  of  this  legislation,  the  Department  of  Health  and 
Environmental  Sciences,  through  its  Solid  Waste  Management  Bureau,  was  able  to 
obtain  funds  from  the  Department  of  Natural  Resources  and  Conservation  which 
that  Department  had  received  for  its  Renewable  Resource  Development  Program  under 
separate  legislation  (House  Bill  No.  709) . 

The  amount  of  local  government  grant  funds  made  available  was  $350,000  for  the 
biennium.   Solid  Waste  Management  Bureau  officials  estimate  that  counties  and 
cities  will  share  equally  in  the  grant  funds,  owing  to  the  many  joint  city/ county 
waste  disposal  projects  and  the  fact  that  cities  are  included  in  a  large  number 
of  Rural  Refuse  Disposal  Districts. 

Assume  that  funds  are  granted  in  equal  amounts  for  each  year. 


FY  1982         FY  1983 


County  non-tax  revenue  increase     .$87,500         $87,500 
City  non-tax  revenue  increase         87,500         87,500 


Note:   Other  funds  may  become  available  to  the  Department  of  Health  for  this 

purpose,  however  the  amount  of  such  additional  funds  cannot  be  estimated. 


Chapter  482 
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Chapter         Bill         Chief         Effective         Date  Signed 
No. No_. Sponsor Date by  Governor 

487  HB  675        Harper  10/1/81  4/21/81 

By  request  of  the  Study  Committee  on  State  Mandates 
and  the  Effects  of  State-Owned  Property  on  Local 
Governments 


SUMMARY  OF  PROVISIONS: 

Exempts  cities  and  counties  from  contributing  to  the  traffic  education  account; 
increases  the  amount  contributed  from  other  earmarked  sources. 


FISCAL  IMPACT; 

Based  on  a  review  of  historical  data  dating  from  FY  1978,  county  fines  and  for- 
feitures have  increased  by  20%  per  year,  while  city  fines  and  forfeitures  .have 
remained  fairly  constant.   Therefore  counties  will  realize  a  larger  increase 
in  revenue  from  fines  than  will  cities. 

Estimated  FY  1982  and  FY  1983  fines  and  forfeitures  are  as  follows: 

FY  1982  FY  1983 


From  County  Traffic  Violations      $1,098,080  $1,317,696 

From  City  Traffic  Violations        1,525,000  1,525,000 


County  General  Fund  non-tax  revenue 

Increase  $  164,712  (9  mos.)   $   263,539 
City  General  Fund  non-tax  revenue 

Increase     228,750  (9  mos.)     305,000 


3_^3  Chapter  487 


Chapter         Bill         chief         Effective         Date  Signed 
— ^ sP0nsor Date by  Governor 


567         HB  676        Harper  10/1/81 


SUMMARY  OF  PROVISIONS : 


4/29/81 


Modifies  earmarked  funding  for  the  crime  victims  compensation  program  requiring 

that  funding  for  the  program  be  from  fines  and  forfeitures  of  highway  patrol  citations. 

FISCAL  IMPACT: 

Based  on  a  review  of  historical  data  dating  from  FY  1978,  County  fines  and  for- 
feitures have  increased  by  20%  per  year,  while  city  fines  and  forfeitures  have 
remained  fairly  constant.   Therefore  counties  will  realize  a  larger  increase  in 
revenue  from  fines  than  will  cities.  

Estimated  FY  1982  and  FY  1983  fines  and  forfeitures  are  as  follows. 

FY  1982  FY  1983 


From  County  Traffic  Violations   $1,098,080  $1,317,696 

From  City  Traffic  Violations      1,525,000  1,525,000 


County  General  Fund  non-tax 

revenue  increase    $   49,413  (9  mos.)   $   79,062 
City  General  Fund  non-tax 

revenue  increase        68,625  (9  mos.)      91,500 


Chapter  567 
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Chapter 
No. 


Bill 
No. 


Chief 
Sponsor 


Effective 
Date 


Date  Signed 
by  Governor 


465 


SB  300 


Kolstad 


7/1/81 


4/21/81 


SUMMARY  OF  PROVISIONS: 

_ , 1 1 ! 

Requires  the  Department  of  Administration  to  make  financial  assistance  grants  to 
counties  for  district  courts. 


FISCAL  IMPACT: 

House  Bill  No.  500  contained  an  appropriation  to  the  Department  of  Administration 
for  the  purpose  of  making  financial  assistance  grants  to  counties  in  support  of 
district  court  operations.   The  appropriation  was  in  the  amount  of  $375,000  for 
each  year  of  the  biennium. 


FY  1982 


FY  1983 


County  District  Court  Fund  Increase 


$375,000 


$375,000 
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Chapter  465 


Chapter         Bill         chief         Effective         Date  Signed 
M^ N°^ Sponsor Date by  Governor 

316  SB  84        B.  Brown         10/1/81  4/10/81 

SUMMARY  OF  PROVISIONS; 

Raises  the  minimum  District  Court  Reporter's  annual  salary  from  $12,500  to  $14,000, 
and  the  maximum  annual  salary  from  $18,000  to  $20,000;  clarifies  payable  expenses 
and  the  method  of  payment  of  salaries  by  counties. 

FISCAL  IMPACT: 

Assume  that  all  35  Court  Reporters  would  have  received  the  prior  statutory  maximum 
salary  of  $18,000  per  year  throughout  the  biennium. 

Assume  average  salaries  resulting  from  the  legislation  increase  to  an  average  $19,000 
for  FY  1982,  and  then  the  new  statutory  maximum  of  $20,000  for  FY  1983. 

Assume  employer  benefit  expenses  at  16%  of  gross  salary. 

FY  1982  FY  1983 


Estimated  Court  Reporter  Payroll: 


Old  Law     $730,800         $730,800 
New  Law      771,400  812,000 


Increased  county  district  court  expenses    $  40,600         $  81,200 
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Chapter 
No. 


Bill 
No. 


Chief 
Sponsor 


Effective 
Date 


Date  Signed 
by  Governor 


351 


HB  622 


Neuman 


10/1/81 


4/13/81 


SUMMARY  OF  PROVISIONS: 


Increases  the  permissive  county  road  levy. 


FISCAL  IMPACT: 

Legislation  creates  additional  road  fund  mill  levy  authority  by  raising  the 
maximum  allowable  road  fund  levy  from  12  mills  to  15  mills  in  Class  1  through 
Class  3  counties,  and  from  15  mills  to  18  mills  in  Class  4  through  Class  7 
counties. 

Thirty-eight  counties  had  mill  levies  at  or  within  1  mill  of  their  statutory 
maximum  for  FY  1981.  Assume  that  each  of  these  counties  utilize  one-half  of 
the  additional  levy  authority  in  FY  1982  and  levy  the  new  maximum  levy  during 
FY  1983. 


FY  1982 


FY  1983 


Additional  County  Road  Fund  Levy 

Authority 


$1,376,349 


$2,752,697 


Chapter  351 
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Chapter         Bill         Chief         Effective         Date  Signed 
No- No. Sponsor Date by  Governor 

518  SB  50        McCallum  7/1/81  4/29/81 

By  request  of  the  County  Compensation  Board 


SUMMARY  OF  PROVISIONS: 

Establishes  salaries  for  elected  county  officials  and  provides  for  annual  cost- 
of-living  adjustments. 


FISCAL  IMPACT; 

The  fiscal  note  for  Senate  Bill  No.  50  indicates  increased  personal  service  costs 
for  the  effected  county  officials  only  at  $2,336,807  for  FY  1982  and  $2,635,288 
for  FY  1983. 

Section  7-4-2505 (2) (a) ,  MCA,  pegs  the  maximum  salaries  of  deputies  and  assistants 
of  county  officials  at  90%  of  the  amount  paid  and  respective  county  official. 
Historically,  the  salaries  of  all  deputies  and  assistants  are  increased  by  the 
same  percentage  that  the  salaries  of  county  officials  are  increased. 

Assume  average  number  of  deputies  and  assistants  as  follows: 

County  Treasurer  and  Clerk  and  Recorder  -  6     County  Auditor  (7  counties)   -  2 

Clerk  of  District  Court  -   3     Attorney,  Surveyor,  Coroner  -  1 

County  Superintendent  of  Schools        -  2 

FY  1982         FY  1983 


County  General  Fund  salary  expense  increase   $8,688,147      $9,685,341 
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Chapter 
No. 


Bill 
No. 


Chief 
Sponsor 


Effective 
Date 


Date  Signed 
by  Governor 


566 


HB  674 


Fabrega 


7/1/81 


4/29/81 


SUMMARY  OF  PROVISIONS; 

Creates  a  firefighters'  unified  retirement  system  and  provides  for  its  administration. 
Statement  of  Intent  attached. 


FISCAL  IMPACT; 

House  Bill  No.  674  consolidated  the  administration  of  Firemens '  Relief  Association 
in  1st  and  2nd  class  cities  under  the  State  Department  of  Administration.   The  bill 
also  changed  the  method  of  funding  local  Fire  Department  Relief  Associations  from 
a  method  based  on  the  taxable  valuations  of  the  member  entities  to  a  straight 
employer  contribution  tied  to  firemens*  gross  wages.   Under  the  prior  law, 
association  funds  were  accruing  significant  unfunded  liabilities,  since  local  tax 
bases  did  not  keep  up  with  the  actuarial  needs  of  their  relief  association  funds. 

This  legislation  mandates  local  contributions  of  12%  of  gross  wages  in  FY  1982, 
15%  in  FY  1983,  and  18%  in  FY  1984.   Assume  that  contributions  under  the  prior 
law  would  have  remained  static  at  the  FY  1981  taxation  level. 


FY  1982 


FY  1983 


City  contributions  -  old  law 
City  contributions  -  HB  674 

City  General  fund  increase* 


$649,474 
868,260 

$218,786 


$   649,474 
1,085,325 

$   435,851 


*Applies  to  1st  and  2nd  class  cities  only 


Note:   City  contributions  during  FY  1984  will  increase  to  $1,302,386,  or  an 
increase  of  $652,912  over  FY  1981. 


Chapter  566 
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LEGISLATION  WITH  NON-QUANTIFIABLE  FISCAL  IMPACT 

Chapter         Bill         Chief         Effective         Date  Signed 
No. NO; Sponsor Date by  Governor 

PROVISIONS/COMMENT 


564  HB  609        Fabrega  7/1/81  4/29/81 


SUMMARY  OF  PROVISIONS; 

Provides  a  graduated  schedule  for  the  tax  rate  applicable  to  improvements  on  real 
property  for  new  and  expending  manufacturing  industry  and  provides  for  local  govern- 
ment approval.   Applies  to  taxable  years  beginning  after  December  31,  1981. 

COMMENT; 

This  legislation  provides  property  tax  incentives  for  new  industry  construction 
and  expansion  of  existing  manufacturing  industries.   Increases  in  taxable  valuation 
attributable  to  such  new  or  expanded  manufacturing  construction  is  taxed  at  50%  of 
its  taxable  value  (3%  of  market)  for  the  first  5  years  following  the  issuance  of  a 
construction  permit,  and  at  an  additional  10%  per  year  for  the  next  5  years. 

For  example,  $1,000,000  in  new  industrial  construction  or  expansion  completed 
during  a  year  would  result  in  a  loss  of  taxable  valuation  of  $90, 000. over  a 
10-year  period.   However,  the  entity  will  add  $30,000  to  its  permanent  tax  base 
at  the  end  of  the  period.  Local  governing  bodies  must  approve  the  use  of  this 
provision  by  resolution  before  the  tax  benefits  are  available. 


599  HB  474        Fabrega         5/1/81  5/1/81 


SUMMARY  OF  PROVISIONS; 

Provides  a  graduated  schedule  for  the  tax  rate  applicable  to  improvements  on 
real  property;  provides  for  local  government  approval  in  their  jurisdiction. 


COMMENT: 

This  legislation  provides  property  tax  incentives  for  the  remodeling  of  existing 
buildings  and  structures.   Increases  in  taxable  valuation  (8.55  %  of  market  value) 
due  to  remodeling  are  not  assessed  during  the  construction  period,  and  increases  in 
the  subsequent  5  years  are  assessed  in  increments  of  20%  per  year. 

For  example,  $1,000,000  in  remodeling  done  during  a  year  would  result  in  a  loss 
of  taxable  valuation  of  $171,000  over  a  six  year  period.   However,  the  entity 
will  add  $85,500  to  its  permanent  tax  base  at  the  end  of  the  6-year  period. 

Local  governing  bodies  must  approve  the  use  of  this  provision  by  resolution 
before  the  tax  benefits  are  available. 
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LEGISLATION  WITH  NON-QUANTIFIABLE  FISCAL  IMPACT  -  cont. 


Chapter         Bill         Chief         Effective         Date  Signed 

No. NO; Sponsor Date by  Governor 

PROVISIONS/COMMENT 


423  SB  41        Hafferman        10/1/81  4/18/81 


SUMMARY  OP  PROVISIONS; 


Classifies  as  tax  exempt  buildings  and  appurtenant  land  not  exceeding  1  acre, 
of  community  service  organizations  established  continuously  since  January  1, 
1981. 


COMMENT; 

No  information  is  available  as  to  the  taxable  valuation  of  fraternal  or  community 
service  organization  buildings  and  land. 

617  HB  718        Ellison  5/18/81  5/18/81 

SUMMARY  OF  PROVISIONS: 

Creates  the  Hard-Rock  Mining  Impact  Board;  authorizes  the  Board  to  award  grants  to 
impacted  units  of  local  government;  provides  for  tax  prepayment  for  large-scale 
mineral  developments. 

COMMENT; 

This  legislation  requires  persons  intending  to  commence  large-scale  mineral 
development  or  construct  major  new  industrial  facilities  to  prepay  3  times  the 
estimated  annual  tax  liability  of  the  completed  facility,  when  requested  to  do 
so  by  the  county  commissioners  of  the  county  in  which  the  facility  is  to  be 
located.   Such  prepayments  are  credited  against  property  taxes  at  an  ammortized 
rate  over  3-5  years,  once  the  facility  begins  production. 

Since  property  taxes  are  used  primarily  for  the  operation  of  local  governments, 
it  may  be  difficult  for  entities  to  utilize  large  tax  prepayments  for  impact- 
related  capital  construction. 

201  SB  183        Hammond         3/31/81  3/31/81 

SUMMARY  OF  PROVISIONS: 

Repeals  the  rollback  tax  on  agricultural  land  and  declares  certain  taxes  discharged. 

COMMENT: 

This  legislation  may  have  a  significant  impact  in  counties  where  large  amounts  of 
rollback-tax  penalties  have  been  assessed  and  remained  unpaid  as  of  March  31,  1981. 
Write-offs  of  rollback  taxes  should  not  impact  local  government  budgets  since  their 
charge  is  not  included  in  official  valuations. 
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LEGOSLATION  WITH  NON-QUANTIFIABLE  FISCAL  IMPACT  -  cont. 


• 

Chapter 
No. 

Bill 
No. 

Chief         Effective 
Sponsor          Date 

Date  Signed 
by  Governor 

PROVISIONS/COMMENT 

201 

COMMENT  - 

cont. 

SB  183 

Hammond         3/31/81 

3/31/81 

A  potential  revenue  impact  is  created  by  the  legislation,  in  that  persons  having 
paid  rollback  tax  penalties  may  take  legal  action  to  force  refunds. 

576  HB  42         S.  Brown         10/1/81  5/1/81 

SUMMARY  OF  PROVISIONS: 

Increases  the  interest  for  delinquent  property  tax  payment  from  2/3  of  1  percent 
to  5/6  of  1  percent  per  month  for  the  first  $3,000  per  taxpayer  of  each  year's 
delinquent  taxes  and  1  percent  per  month  for  each  year's  delinquent  taxes  in 
excess  of  $3,000  per  taxpayer.   Applies  to  taxes  assessed  and  levied  after 
December  31,1980. 

COMMENT; 

No  estimate  can  be  made  of  additional  governmental  revenues  resulting  from  this 
legislation. 

Currently,  tax  delinquencies- are  recorded  against  each  individual  parcel  of  property 
rather  than  by  taxpayer. 

Many  large  taxpayers  have  property  holdings  in  more  than  one  county  and  under 
various  corporate  names.   The  administrative  costs  involved  in  implementing  this 
legislation  may  well  exceed  any  additional  interest  revenues. 
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